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7,000 to 14,000 G.V.W. Now Availabld 
On DIVCO “DIVIDEND” TRUCKS 























Public utilities men have praised the new “Dividend” Truck for its 
470 cubic ft. capacity and now are specifying it for heavier loads! 


Regardless of the load option you select, the new Model 42 is designed to fit 
he requirements of a wide range of delivery needs. It has greater maneuver- 
ability, almost passenger car ride, greatest possible freedom from corrosion, 
mproved roadability at all speeds, removable side panels and is powered 
ith a rugged valve-in-head Super 6 engine with synchromesh 4 speed trans- 

ission. All this is built into a rugged compact unit that gives maximum 
apacity with minimum occupancy of street or garage space. The entire 
power plant is easily accessible from inside the truck. 





Contact your local authorized Divco sales and service representative and “Available factory 
pet a demonstration ride without obligation today. insulated and refrigera ‘ed 


T DIVCO CORPORATION 
DIVE Ric KS 22000 Hoover Road 
Detroit 5, Mich. 


OVER 80% OF ALL DIVCOS PRODUCED SINCE 1927 ARE STILL IN USE! 
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The recent veto by the President of the Harris-Fulbright 
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There’s no stopping Reddy Kilowatt in his determination 
to more than measure up to the nation’s growing power 
needs. In 1955 America’s healthiest, strongest young man 
shot up a whopping 13,000,000 kilowatts in electrical 
generating capacity—outstripping his record performance 
of 1954. Now he is 115,000,000 kilowatts tall, almost 
two and one-half times his size in 1945. 


Busy as he is in homes, stores, offices and factories, 
Reddy finds time to look ahead. Farsighted electric com- 
panies throughout the country (and in your town, too) 
already have charted the nation’s power needs for the 
future and are engaged in a steady, continuing program to 
insure that an abundant supply of economical electricity 
always will be available wherever and whenever needed. 


Most of the abundant, economical electrical power 
generated today comes from steam plants burning coal, 
oil and gas. A large share of this steam is supplied by 
B&W Boilers incorporating the latest advances in com- 
bustion and steam generating technology. As it has for 
nearly a century, The Babcock & Wilcox Company con- 
tinues to invest in research, manufacturing facilities and 
engineering skills needed to keep our steam generating 


technology ahead of the nation’s needs. 
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with the Coclltors 


— furor which followed the recent 
veto of the Harris-Fulbright Bill by 
President Eisenhower has left the national 
capital still seething. It is not as though 
the President had vetoed a bill on its merits 
which he did not like. Presidents have 
done that before many times and Congress 
has proceeded either to abide by the result 
or override the veto. But President Eisen- 
hower vetoed a bill which he did like. He 
admitted that he liked it—at least in prin- 
ciple. He had been prepared to sign it and 
would have signed it except for the dis- 
turbing factors which cast doubt in his 
mind as to the manner in which the bill 
had been pushed through the Senate. 


Pustic utility companies have followed 
this struggle with very great interest. And 
they necessarily have an important stake 
in what comes next—now that such legis- 
lation to exempt the gas-producing indus- 
try from the control of the Federal Power 
Commission seems to be dead for the rest 
of the vear. 


PRESIDENT Eisenhower in his message 
stressed the fact that he was “reluctant” 
to veto the bill whose basic objective he 
had approved long before any question 
about voting in the Senate could have 
arisen. The President had the benefit of 
the trusted advice of a Cabinet committee 


O 


CLARENCE A. DAVIS 


strongly suggesting the desirability of 
such legislation. In other words, the Presi- 
dent’s action was based solely on the moral 
atmosphere attending the passage. 


We can look back in our history quite 
far and find no guide to congressional ac- 
tion on such a veto. Men of principle might 
be expected to respond with a desire at the 
earliest moment to vote again as they orig- 
inally voted. So far, Washington reaction 
reflects no such vearning to insist on the 
rectitude of congressional motives. On the 
contrary, it might be a long while before 
majorities of Congress again would will- 
ingly touch a measure so clouded with the 
suspicion of service to “arrogant” special 
interests. 


i iden President’s estimate of the bill’s 
basic objectives is readily understood 
in the light of his philosophical aversion to 
centering more authority in Washington. 
This generally excellent philosophy con- 
ditioned him to give the Harris-Fulbright 
Bill the benefit of doubts which seem over- 
riding. He was persuaded that utility-type 
regulation of gas at the wellhead would 
discourage drilling to the ultimate detri- 
ment of consumers. 


3uT this argument may be answered by 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
1424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 





Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 

















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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PAGES WITH THE EDITORS (Continued) 


the fact that gas is mainly a by-product of 
oil drilling; that exploration already is 
favored by tax incentives. 


Wuat the gas-producing industry must 
know now, however, is whether federal 
regulation is here to stay. Should a fresh 
start be made towards eventual exemp- 
tion? Or should a start be made toward 
the alternative of making federal regula- 
tion more practical and easier to live with? 
It is not going to be an easy decision, es- 
pecially when it must be made in an atmos- 
phere riddled with sensational charges of 
improper influence or attempts at the same. 


‘T™ E first article in this issue is an effort 
to appraise this muddled situation 
from an over-all disinterested point of 
view by a veteran economist and writer 
of business articles, ERNest R. ABRAMS 
of New York city. Mr. Aprams, who has 
been following the affairs of public utility 
companies and their regulation even be- 
fore the hectic davs of the old Holding 
Company Act passage in 1935, has a sea- 
soned, balanced point of view. Those who 
recall the preliminary success of the op- 
position to the Holding Company Act, 
which later was reversed on the basis of 
alleged lobbying excesses by public utility 
companies, may see some kind of an his- 
torical parallel in all of this. Of course, 
the utility interests of that day were op- 
posed to the Holding Company Act, 
whereas the gas-producing industry today 
was generally opposed to the veto of the 
Harris-Fulbright Bill. 


ERNEST R. ABRAMS 


But, differences in procedural setup to 
one side, it is a fact that the opposition 
to the Holding Company Act never rallied 
after the tide was turned in 1935. The 
Holding Company Act was here to stay. 
It remains today substantially unchanged. 
Is this an augury of what will happen to 
FPC regulation of the gas producers? 


C. Reno, whose entertaining article 
e on the position of public utilities 
generally in the forthcoming political cam- 
paign begins on page 370, has for many 
years been the editor of one of our most 
esteemed contemporaries, Telephony, the 
national journal of the telephone industry. 
Mr. RENO is a graduate of the University 
of Illinois (°29) and former news editor 
of the old Rochester (New York) Herald 
American (1929). He was publicity direc- 
tor for Stromberg-Carlson Company of 
Rochester, New York, manufacturer of 
telephone equipment, until 1932. He was 
vice president and editor of Telephone En- 
gineer, another telephone industry publi- 
cation, from 1932 to 1936, and was vice 
president of Telephone Management Com- 
pany of the old Theodore Gary group from 
1936 to 1941. He became vice president 
and editor of Telephony in 1941. 


*k * Ok x 


Peres A. Davis, Under Secretary 
of the Interior, whose article on water 
resources policy of the Eisenhower admin- 
istration begins on page 382, is a native of 
Beaver City, Nebraska, and a graduate of 
Nebraska Wesleyan University (’13). He 
took his law degree from Harvard Uni- 
versity (LLB, ’16) and began practice in 
Omaha in 1917. He later shifted to prac- 
tice in Lincoln and was elected Nebraska 
attorney general at the age of twenty- 
seven. He was appointed to the post of 
solicitor of the Department of Interior by 
President Eisenhower in 1953, and _ be- 
came Under Secretary early this year. 


THE next number of this magazine will 
be out March 29th. 


An Rhine. 
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ELECTRONIC BRAIN WITH A LOT ON ITS MIND 


UNIVAC® FILE-COMPUTER ACTUALLY 
HANDLES SEVERAL JOBS SIMULTANEOUSLY 


“Multiplexing” we call it. It means that some of your 
toughest accounting chores can be run off as automatic 
by-products of your basic bookkeeping. It means— 
Well, take billing. Not only can this medium-size 
Univac turn out invoices on up to 100,000 transactions 
aday, but... it simultaneously digests all the facts and 
telates them to information in its voluminous magnetic 
memory to produce sales analyses, up-dated inventories, 
and merchandising reports at the push of a button. 
Payrolls? Simple! Just feed in each man’s hours or 


piecework ...and out come the figures for payroll reg- 
isters, paychecks with all deductions, efficiency reports, 
costing records and tax accounting. 

And that’s what multiplexing accomplishes. Just one 
of the many reasons why Univac File-Computer can 
bring you lowered costs, increased productivity, better 
customer service and freedom from supervisory routines. 
Why not get all the facts? For free booklet TM939, “A 
Big New Step Towards The Automatic Office,’’ write 
today to Room 1398, 315 Fourth Avenue, New York 10. 


Remington. Mland Univac. 


DIVISION OF SPERRY RAND CORPORATION 
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UNIVAC® FILE-COMPUTER ACTUALLY 
HANDLES SEVERAL JOBS SIMULTANEOUSLY 


“Multiplexing” we call it. It means that some of your 
toughest accounting chores can be run off as automatic 
by-products of your basic bookkeeping. It means— 


Well, take billing. Not only can this medium-size 
Univac turn out invoices on up to 100,000 transactions 
aday, but ...it simultaneously digests all the facts and 
telates them to information in its voluminous magnetic 
memory to produce sales analyses, up-dated inventories, 
and merchandising reports at the push of a button. 

Payrolls? Simple! Just feed in each man’s hours or 


ELECTRONIC BRAIN WITH A LOT ON ITS MIND 











tae. | 
ay a 
Wn | nay 

Mf Hi) | 


Ss ip 4 i — 
e@222 24°80 
” rir pT 


1 | 


e2aaan 


. 





piecework ...and out come the figures for payroll reg- 
isters, paychecks with all deductions, efficiency reports, 
costing records and tax accounting. 

And that’s what multiplexing accomplishes. Just one 
of the many reasons why Univac File-Computer can 
bring you lowered costs, increased productivity, better 
customer service and freedom from supervisory routines. 
Why not get all the facts? For free booklet TM939, “A 
Big New Step Towards The Automatic Office,’’ write 
today to Room 1398, 315 Fourth Avenue, New York 10. 


Remington Fland Univac. 
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oming IN THE NEXT ISSUE 


(March 29, 1956, issue) 


* 


“PARTNERSHIP” IN WATER RESOURCES DEVELOPMENT 

We hear a good deal these days about the administration's ''partnership'' program 
of multipurpose water and power resources development. The key to this policy is 
the promotion of local initiative and independence by enlisting the active participa- 
tion of state and local agencies, including private utility companies, in the construc- 
tion and operation of such projects. Yet, it is not generally appreciated that the 
so-called ‘partnership’ policy did not originate with the Eisenhower administration. 
lt has been given new emphasis, but the actual background of such partnership in 
hydroelectric power projects goes back as far as 1897. Ralph A. Tudor, San Francisco 
engineering consultant and, until recently, Under Secretary of Interior, has given us 
an interesting analysis of the history of the partnership projects, listing at least 
twenty-six examples prior to 1953 wherein the federal government has joined with 
local interests in dam construction and allied operations. 





REALISTIC REGULATION IN AN EXPANDING ECONOMY 

When a state grows as fast as Florida, the very dynamic character of the necessary 
economic changes creates special problems requiring new concepts and approaches. 
This is just as true in the field of public utility regulation as it is in the field of other 
business and industrial operations. P. M. Schuchart, director of the public utilities 
department of the Florida Railroad and Public Utilities Commission, gives us an out- 
line of the techniques and concepts which have been worked out by the Florida com- 
mission in coping with the rapid growth of public service in the Sunshine state. It 
is a program designed to create a regulatory climate as inviting and beneficial to 
healthy and wholesome economic growth as the natural climate of the state is ap- 
pealing to its ever-increasing population. 


COLLEGE-BUSINESS EXCHANGE PROGRAM 

The Foundation for Economic Education has found that many educators on the 
college and university level have moved directly from their graduate and under- 
graduate courses into the teaching profession. This means that many teachers, influ- 
encing thousands of students, have never had a firsthand knowledge or familiarity 
with practical problems of business operation, finance, management, and so forth. 
And so a worth-while program is being conducted by the Foundation for Economic 
Education to bring teachers and workers together for better mutual understanding. 
Dr. W. M. Curtiss, director of the college-business exchange program, gives us some 
comments resulting from utility company participation in this promising educational 
venture. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 


PUBLIC UTILITIES FORTNIGHTLY—MARCH I5, 1956 





ranky in more ways than one 


- if gl 








ttook plenty of ‘‘elbow grease” to operate this oldtimer. Like 
many other old-fashioned hand operations if has been sup- 
nted by a machine which can turn out the product faster and 


re economically. 


D Sixth Avenue ° 


W HEN IT comes to the compilation of fig- 

ures, it’s just plain good sense to abandon 
hand operations in favor of machine tabula- 
tion. Take the important project of rate analy- 
ses for example—there’s no need to compile 
these figures in your office, tying up personnel 
and office machines, when you can farm out 
the job to us and get it much faster and 
cheaper. Our “Bill Frequency Analyzer” can 
analyze between 200,000 and 300,000 bills a 


cerding & Statistical Corporation 
New York 13, N. Y. 


day and do the work in “One Step”. 


We can prove to you conclusively that the 
“One Step” method will save you 50% in cost 
and untold hours of time. Send us a sample 
of your billing sheet, a copy of rate schedules 
and an estimate of the number of customers 
billed on each rate and your frequency table 
requirements. We’ll give you an estimate of 
costs without charge! 


c= 


‘Your key 
to better figures” 
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“There never was in the world two opinions alike.” 


IepIrORIAL STATEMENT 
The Wall Street Journal. 


Harry A. BuULLIS 
Chairman of the board, 
General Mills, Inc. 


HARLLEE BRANCH, JR. 


President, Edison Electric Institute. 


DwiGuHr D. [cIsSENHOWER 
President of the United States. 


Lester L. CoLBERT 
President, Chrysler Corporation. 


Excerpt from “New England 
Letter,” published by The First 
National Bank of Boston. 


—MOonrtTAIGNE 





“Doubtless the pork barrel will never be shoved all 
the way out of Congress. But it could be checked and 
even curbed if people would stop regarding it as a kind 
of necessary joke that must endlessly repeat itself and 
endlessly expand.” 


> 


“Business renders genuine service—good service. 
There is no need to allow the public to learn this truth 
for itself, when we can make the facts known and keep 
them constantly in the public mind. Business must speak, 
and continue to speak.” 


¥ 


“The irony is that the 80 per cent who are taxed in 
their electric bills to help pay for government power 
projects are not only effectively barred from obtaining 
the advantages of the underpriced project power, but 
must also pay, as a part of their electric bills, the cost of 
transporting this power to the tax-exempt 20 per cent.” 


> 


“We must be firm but friendly. We must be tolerant 
but not complacent. We must be quick to understand 
another’s viewpoint, honestly assumed. But we must 
never agree to injustice for the weak, for the unfortu- 
nate, for the underprivileged, well knowing that if we 
accept destruction of the principle of justice for all, we 
cannot longer claim justice to ourselves as a matter of 
right.” 

> 


“We have heard a lot about automation lately. Some 
are concerned about its threat to employment. Automa- 
tion is really nothing new. It is only a new name for 
the constantly improving use of machinery and power 
so as to perform work more efficiently. The result of 
this continuous development is to raise productivity, 
multiply opportunity, and raise the general standard of 
living.” 


“From 1940 to 1953, the number of persons living 
in the suburbs increased from 18,000,000 to 30,000,000, 
a gain of 67 per cent as compared with a gain of only 20 
per cent for the total population. The great growth of 
the suburbs is accounted for by a combination of factors 
including improved transportation systems, decentraliza- 
tion of industry, and the general rise in income that has 
enabled people to own their own homes in more comfort- 
able and pleasant surroundings and with more open space 
than prevails in cities. The suburbs account for around 
20 per cent of the nation’s population but receive an 
estimated 30 per cent of the total disposable personal 
income.” 
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Our new five-day 


financial seminars... 


have been designed to acquaint selected utility 
officials with the inner workings of New York's 
financial community. 

These seminars are made possible through the help 
of many financial specialists who give a firsthand 
account of their particular operations. 

In addition, our well-known Public Utilities Round 
Tables will continue as in former years. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $126,000,000 Total Assets over $1,500,000,000 
WituaM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
MEMBER PEDERAL DEPOSIT INSURANCE CORPORATION 











FLORIDA POWER & LIGHT 


SELECTS S:C€ POWER 


Florida Power & Light Company is the Sun- 
shine State’s fastest growing utility. Year after 
year more manufacturers, more businesses, and 
more commercial enterprises are moving into the 
territory it serves. Rapid population gains have 
increased customers by 138%, and more than 
tripled demands on the Florida Power & Lig 


system since the end of World War II. 


To satisfy these demands, Florida Power & Light 
has carried on an extensive power expansion prc- 
gram which, by the end of 1955, will have required 
the investment of $250,000,000 since V-J Day. 

For an expansion program of such importance, it 
is only natural that the greatest possible care is 
used to make sure that service continuity is main- 
tained and system equipment is protected. 


Aerial view of the Hialeah section of Miami—one of the areas where rapid building of homes and indus- 
try has increased demand for light and power to six times what it was ten years ago. Hialeah Park is na- 
tionally famous .. . open the year around ... host to hundreds of thousands annually. 
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FUSES 


COMPANY 





For example, S&C Drop-Out Power 
Fuses—Type SMD (marked by ar- 
rows, right) are installed at Hialeah 
substation to protect two 7500 kva 
69/13 kv transformers which serve 
Hialeah Park as well as the hundreds 





of homes and many small industrial 
plants which surround it. 


How SC Power Fuses Are Used in the 


69 Kv and 115 Kv System Protection Schemes 


The transmission lines of Florida 
Power & Light Company are tapped 
at intervals to feed distribution sub- 
stations. As was originally planned, 
the power transformers were not al- 
ways provided with primary protec- 
tion against secondary faults since 
primary breakers could not be eco- 
nomically justified. 


After a 115 kv power transformer 
had been lost (for lack of such pro- 
tection) the matter of protection was 
reconsidered. It was then decided 
that this protection was essential and 
that the device selected must meet 
these special requirements. 


1. Provide system protection over a 
wide range of fault currents. 





2. Coordinate with the transformer 
damage curve to provide maximum 
protection to the transformers. 


3. Give complete coordination with 
secondary protective devices over 
the full range of fault currents. 


4. Be capable of. withstanding the 
recovery voltages which might be 
encountered under various fault 
conditions. 


5. Be low in cost. 


S&C Power Fuses, Type SMD, were 
found to meet all these requirements. 
Further details of Florida Power & 
Light’s application of these fuses may 
be found in AIEE Paper No. DP 
55-405. 














115 KV 
POWER FUSE 
TYPE SMD 


ANA 


115-13.8 





13.8 KV 





FEEDER 
BREAKER 


Typical substa- 
tion tapped di- 
rectly from. Flor- 
ida Power & 
Light’s transmis- 
sion lines, 


Specialists in High-Voltage Circuit Interruption since 1910 


S2eC ELECTRIC COMPANY 


4440 RAVENSWOOD AVENUE 


e CHICAGO 40, 


ILLINOIS, U. S. Ay 


In Canada: S&C Electric Canada, Ltd., 8 Vansco Road, Toronto 14, Ontario 


POWER FUSES e 


DISTRIBUTION CUTOUTS AND FUSE LINKS 


LOAD INTERRUPTERS 


METALCLAD SWITCHGEAR 












“Oh, kick me!” cries Merchant Neal, 


In a posture hardly genteel. ~— 4 
He bought trucks in haste, 






Then the costly fact faced, 
That he’d missed the Dodge Dealer’s Deal! 
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If you buy a new truck after looking at 
only one make, it’s like making a deal in the 
dark. A smarter way to buy is to “spotlight” 
real truck value—weigh and compare com- 
petitive claims with these Dodge truck facts: 








Most standard V-8 horsepower of all leading makes— Y2- 
ton through 3%-ton range. You’ll make faster trips— 
get more work done! 























Shortest turning radius. You’ll maneuver in traffic, and 
park more easily. 





Biggest cabs, with biggest wrap-around windshield. You'll 
enjoy more comfort, safer vision. 


Highest payload capacities . . . pick-ups providing up to 
22% more payload than others. 


Prices down with the lowest. 
Next truck you buy, don’t deal in the dark. Witl 


Turn a bright light on the facts. See Dodge ial 
before you buy. engine 
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WITH THE FORWARD LOOK » 
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SK “QUALITY CONTROLLED” VALVES 
GUARD SCHILLER STATION TURBINES 


The 40,000 kw turbogenerator installed in 1952 
at Schiller Station of Public Service Company of 
New Hampshire, which operates at 1250 lbs., 
950° F and extracts steam to the heaters at five 
stages, is protected by SK air-operated, ‘‘Quality 
Controlled”? Bleeder Check Valves. 

The bleeder check valves in the extraction lines 
are controlled by an oil-operated pilot valve 
which closes the bleeder valve when the turbine 
steam admission valve is tripped due to turbine 

















































Hydrostatic: Almost unlimited pres- 
sures (currently 25,000 Ibs.). 


Steam: Temperatures to 1200° F. 
Pressures to 2000 psi. 

Pneumatic, Temperature Shock, 

Magnaflux (Magnetic Particle Inspec- 
tion), and others. 





P.U.R. QUESTION SHEETS 


an educational opportunity 


With the least possible expenditure of time, effort 
and money, utility executives, lawyers, accountants, 
engineers and others interested in any phase of pub- 
lic utility regulation can keep well informed through 
these brief, four-page leaflets issued every two 


WEEKS, 


Tney consist of 10 questions and 10 authoritative 
answers based on current decisions revealing court 
Annual sub- 


anc commission views pro and con. 


scrintion $10. 
Send your order to 


Public Utilities Reports, Inc., 


Munsey Building, Washington 4, D. C. 








J : 2 2 
on few mercury vapor lant. SK also has overspeed or oil pressure failure. Thus, the turbine 
schiller Station is one 0 he addition is 2 ® aie mercury turbine is protected against back flow of steam from 
iy the Unt ted geno vapor cycle 0 ask Bleeder eck a extraction lines. In addition, SK level control 
Ltr 7 dete Jersey. Cl V2 ive proper has been lagee equipment is used on feedwater heaters to close 
nstalatee ro nze ait closing cinder the check valves in the bleeder lines to turbine 
as 2 ; 
hows ¢ , TTTTTT TU ULL {| | \ | | Z in event of tube failure. 
—- — Like those at Schiller Station, all SK Valves 
— SK TEST FACILITIES => sare engineered, built, and carefully tested to 
"—— _ FOR QUALITY CONTROL <= provide top quality at a fair price. Our Condensed 
ja aniiiils vile wikis —— Bulletin V-1 tells more about our valve line. 
— ‘aphic: ay. F comemscmned . 
— 2 Curie Power Isotope Cobalt a4 Write us for a copy. 
— 60 Pill. — 




















Schule and Koerlm 


COMPANY 


MANUFACTURING ENGINEERS 


2249 STATE ROAD, CORNWELLS HEIGHTS, BUCKSCOUNTY, PA. 

















Gear Pumps: Ask 
for Buttetin 17-A 


Rotameters & Flow | Valves: Ask for 
Indicators: Ask | Condensed Bulle 
for Condensed | tin V-1. 

Bulletin 18-RA. 


Heat Transfer | 
Apparatus: Ask | 
for Condensed 
Bulletin HT-1. 


Jet Apparatus: 


Ask for Condensed 
Bulletin J-1. 
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American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 
a more equitable return. 


The 
AMERICAN APPRAISAL 


Com pany 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 
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common 


At your request 
we will be pleased to send this new, illustrated booklet 
describing our consulting and design engineering services. 


Write Department E 
300 Park Ave., New York 22, N. Y. 





INVESTIGATIONS © 
REPORTS — 
FINANCING 
ACCOUNTING 
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INDUSTRIAL & PUBLIC RELATIONS 
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COMMONWEALTH ASSOCIATES INC. 





300 Park Avenue, New York 22, N.. 
Jackson, Michigan Washington, D. 
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NEW...ALL NEW 


RANSISTORIZED 


UNPRECEDENTED PORTABLE PERFORMANCE 
THROUGH TRANSI/ISTORIZED C/RCU/TRY 


HIGHEST RF POWER...New HANDIE-TALKIE radiophones are 
the most powerful portables ever built—up to 20 times greater power: 
output gives you greatly extended coverage and clearer messages. 


LOWEST OPERATING Cost... Battery life and reliability is sig- 
nificantly improved. Dry battery replacement costs reduced by as much 
as 67%. Nickle-Cadmium storage batteries are lifetime rechargeable. 
Every component conservatively Operated for longest life—top-notch 
performance Transmitter ““I.D.C.”" Instantaneous Deviation Control and 
receiver “PERMAKAY” filter plus modular construction make these 
new portables obsolescence-free. 


MAXIMUM PORTABILITY ... Featuring transistors, exclusive PLA-cir 
plated preetes wl all-aluminum housings, the HANDIE-TALKIE 
radiophone is smaller and lighter than ever—as much as 50% reduction 
in weight and size. 


OPTIMUM SERVICEABILITY ... New “swing-out” chassis design 
<xposes all parts in seconds for fast, simplified servicing or alignment. 
“Snap-on” interchangeable power packs speed routine maintenance, 
permit rapid battery renewal. 


Motorola, Handie-Talkie, PLA-cir, and Permakay are all registered trademarks of Motorola, Inc, 





Get the full facts 
in this colorful 
6 page folder. 








MOTOROLA 


Communications & Electronics, Inc. 
A Subsidiary of Motorola, Inc. 
4501 Augusta Bivd., Chicago 51, Illinois 
Rogers Majestic Electronics Ltd., Toronto, Canada 





























Newport News Mechanical 
Rack Rake and trash car 
being prepared for shipment. 
Upon lowering a rake in op- 
eration its teeth swing down- 
ward, parallel to the face of 
the rack, and about 15” away. 
On the upward cleaning 
stroke, teeth swing perpen- 
dicular to the rack and ex- 
tend about 34” into each rack 
bar space. Nature of trash to 
be handled dictates design of 
teeth. Special teeth are avail- 
able for cleaning racks of fila- 
mentous algae, seaweed, etc. 


Positive cleaning action 
calls for guided rack rakes 


Excessive loads of trash cannot push a Newport 
News rake away from the racks. 


And there’s no chance of the rake riding over 
trash on the upward cleaning stroke. Nor will its 
teeth drop the debris. Because Newport News 
builds the rake to operate in channel guides... 
for positive cleaning action. 


That’s why efficient rack cleaning assures the 
maximum head at intakes and is yours when you 
put a rugged and dependable Newport News 
Mechanical Rack Rake on the job. 


Maximum width of a single rake is determined 
by design of the forebay. Where a single bay is 
extremely wide, intermediate guides are some- 
times installed to reduce width of the rake. Such 
installation is relatively inexpensive. 


A power-operated Newport News Mechanical 
Rack Rake, under ordinary conditions, enables 






one man per shift to keep racks clean for a 
dozen bays, from 5’-6” to 28’-6” in width. 


Trash is cleaned from the rake manually, or by 
a mechanical “sweep”, into a flume, a car or onto 
a trash apron. Local conditions and nature of the 
trash dictate method of disposal. The many typi- 
cal installation arrangements fit most needs, but 
each installation is a custom built job. 


We invite inquiries from water users who are 
troubled with trash. Write for your copy of 
“RACK RAKE”, an illustrated booklet describ- 
ing the operation and advantages of the New; ort 
News Mechanical Rack Rake. 


Newport News 
Shipbuilding and Dry Dock Compan 
Newport News, Virginia 





IN . —MARL | 
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‘/-M-AN-A-C- 
MARCH 
Thursday—15 Friday—16 Saturday—17 Sunday—18 


dison Electric Institute, 

Industrial Relations Com- 

mittee, begins meeting, 
Kansas City, Mo. 


Metropolitan Heating and 
elir Conditioning Council 
begins annual meeting, 


New York, N, y. 


Nebraska Telephone Asso- 
clation will hold annual 
convention, Omaha, Neb. 


> 


Apr. 3, 4. Advance notice. 


of Me- 
chanical Engineers begins 


American Society 


spring meeting, Portland, 
Ore. 








Monday—19 


Vid-West Gas 4 [ssociation 
begins meeting, Omaha, 


Neb. 


9 


Tuesday—20 


Water Works 
Association, Pennsylvania 
Section, will hold annual 
meeting, Philadelphia, Pa. 
Apr. 3-5. Advance notice. 


American 


Wednesday—21 


Illinois Institute of Tech- 


nology begins annual 
American power confer- 


ence, Chicago, Til. 


Thursday—22 


Oklahoma Utilities Asso- 
ciation begins annual con- 
vention, Oklahoma City, 


Okla. 





Friday—23 


Vew England Gas Assocta- 
ion ends 2-day annual 
meeting, Boston, Mass. 


Saturday—24 


Indiana’ Electric Assocta- 
tion will hold annual young 
men’s utility conference, 
Fort Wayne, Ind. Apr. 4, 


5. Advance notice. 


Sunday—25 


American Gas Association, 
General Management Sec- 
tion, will hold spring con- 
ference, Chicago, Ill. Apr. 
!-6. Advance notice. 


Monday—26 


Edison Electric Institute 
begins annual sales confer- 
ence, Chicago, Til. 








Tuesday—27 


Mio Independent Tele- 


hone Association begins 


nnual convention, Colum- 
bus, Ohio. 





Wednesday—28 


Gas Appliance Manufac- 
turers Association will hold 
annual automatic gas range 
conference, New York, 
N. Y. Apr. 5. 


notice. 


Advance 





Thursday—29 


American Water Works 
Association, Arizona Sec- 
tion, will hold annual meet- 
ing, Safford, Aris. Apr. 
5-7. Advance notice. 





Friday—30 


Tennessee Valley Public 
Power Association begins 
annual meeting, Knoxville, 


Tenn. 
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Courtesy, New York State Electric & Gas Corporation 


Farewell to Winter in the Utility Yard 
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What Happens Now to FPC 


Gas Regulation? 


The recent veto of the Harris-Fulbright Bill by Con- 

gress exempting natural gas producers from most forms 

of FPC regulation, has left in its wake a series of un- 
answered questions. 


By ERNEST R. ABRAMS* 


HO put the oil can in the Harris- 
Fulbright chowder? It was only a 
little thing, comparatively speak- 
ing—$2,500. But it turned out to be the 
single perverse pebble within inches of the 
goal line, that spelled disaster for the gas- 
and oil-producing industry’s effort of 
nearly a decade to get free from the bur- 
den of Federal Power Commission control 
of natural gas production for interstate 
commerce under the Natural Gas Act. 
*Financial and economic writer, resident in New 


York, New York. For additional personal note, see 
“Pages with the Editors.” 


Disaster? Perhaps that’s too strong a 
word. Perhaps the gas-oil-producing in- 
dustry can once more fall back and re- 
group as it did in 1950, after former Presi- 
dent Truman vetoed the old Kerr Bill. But 
it would be somewhat of an understate- 
ment to suggest that the shock and sur- 
prise which followed President Eisen- 
hower’s veto of the Harris-Fulbright Bill 
might be compared with the disappoint- 
ment over the Kerr Bill veto. After all, 
Truman finally followed the majority 
(and less conservative wing) of his own 
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party in Congress when he vetoed the Kerr 
Bill. 

President Eisenhower, on the other 
hand, vetoed a bill which had been ap- 
proved by a bigger majority of Republi- 
cans than Democrats in the Senate (31 
to 14, or better than 2 to 1). Minority 
Leader Knowland led the way. 


HERE is an even more important dis- 

tinction, however, in the two vetoes of 
gas exemption regulation over the past six 
years. Former President Truman did so 
because he believed the legislation was bad. 
He said that it (the old Kerr Bill) would 
have left gas consumers without defense 
against price increases and would, there- 
fore, not be in the public interest. Presi- 
dent Eisenhower, on the other hand, ap- 
plied the veto for different reasons. While 
excoriating the techniques used to pro- 
mote the legislation, he said frankly, “I 
am in accord with its provisions.” But he 
believes that “any new legislation” must 
include “specific language protecting con- 
sumers and their right to fair prices.” 

This is quite a difference in positions. 
And it is on the basis of this difference 
that the gas-producing industry, as well as 
other gas companies now subject to the 
Natural Gas Act, must make their plans 
for the future. In other words, President 
Eisenhower’s veto was strictly on a basis 
of moral principle. He took no political 
advantage in his veto message because he 
said that he actually favored such legisla- 
tion. This is not the language of a politi- 
cal pitch. 

Of course, there was an inescapable po- 
litical impact, just as there was an ines- 
capable impact on the regulatory position 
in which the gas-producing industry finds 
itself. 
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Right now the biggest question for 
the gas-producing industry is: What do 
we do now? 


The Short-range View 


feos first the outlook for the year 
just ahead, there seems no alternative 
except to agree that there is no chance of 
reviving any such legislation in the pres- 
ent Congress. Overriding the veto is sim- 
ply out of the question. And despite Presi- 
dent Eisenhower’s virtual commitment to 
consider another bill along the same lines 
with sympathy, both proponents and op- 
ponents know it would be a waste of time, 
aside from the fact that the bill could 
hardly command a simple majority in the 
House. (It passed the House only by a 
razor-edge majority in the much more 
favorable climate of last July solely be- 
cause of the astute management and rigor- 
ous discipline imposed by House Speaker 
Rayburn.) That leaves the FPC stuck 
with the status quo for the rest of this year 
at least. How about that? 

The commission is not in an enviable 
position anyway one tries to figure it. This 
comment has no reference to the uncom- 
fortable background of the FPC’s own 
attitude on producer exemption—which 
includes its original refusal to take juris- 
diction in the Phillips Petroleum Case, as 
well as its active support for the Harris- 
Fulbright legislation before Congress. 
What the FPC is up against right now, 
however, is a mammoth case load which 
has been piling up during the drawn-out 
congressional proceedings and uncertain- 
ties which nearly everyone thought would 
have been finally cleared up in the passage 
of the Harris-Fulbright Bill. 

Writing an opinion in the Sinclair Oil 





WHAT HAPPENS NOW TO FPC GAS REGULATION? 


& Gas Company Case,’ presiding FPC 
Examiner Glen R. Law stated as follows: 


. . we are faced with the fact that as 
a result of the opinion of the Supreme 
Court in the Phillips Case... a greatly 
increased volume of certificate cases 
have been filed with this commission. 
As against 2,456 natural gas cases (cer- 
tificates and rates) docketed in the pe- 
riod between the passage of the Natural 
Gas Act and the issuance of the Supreme 
Court’s opinion in the Phillips Case, 
more than 5,400 certificate cases weré 
filed with this commission in less than 
seven months after the issuance of the 
said opinion. If, in each of these some 
5,400 cases, it were necessary to im- 
mediately determine the justness and 
reasonableness of the rates proposed to 
be charged, it is doubtful whether this 
commission would have been able to keep 
pace with the volume of business and 
keep the wheels (or valves) turning in 
the natural gas industry. Even an at- 
tempt to determine immediately and be- 
fore issuance of certificates the justness 
and reasonableness of rates proposed 
for sales of new gas to pipelines for 


1 Docket Nos. G-9049, G-9154, G-9162, issued 
February 10, 1956. 


q 


e 


transmission in interstate commerce 
would require several hundred cases 
each year. 

Consideration of proposed rates in 
connection with the issuance of certifi- 
cates authorizing sales in interstate com- 
merce is necessary, however, to deter- 
mine the probable effect of such rates 
on the feasibility of the project, as re- 
lated to markets and to economic feasi- 


baity. ... 

AS of January Ist, there were before the 

FPC 187 applications for rate in- 
creases, involving $17,500,000 a year. 
There were also over 4,200 pending appli- 
cations for producer certificates to sell gas 
in interstate commerce. Any attempt to try 
transitional short cuts would collide head- 
on with the Panhandle Eastern decision of 
the U. S. circuit court of appeals for the 
District of Columbia, 11 PUR3d 113. It 
would seem apparent that the FPC will 
have to seek an early showdown on the 
basic question of whether it must use a 
cost basis for regulating gas producer 
rates. 

After all, the court in the Panhandle 
Eastern Case did not actually say that the 
FPC had to use a cost basis—merely that it 
had to give a better reason for not using it 


“GRANTED that gas production is inherently a business gamble 
and the producer a traditional gambler, the future facing this 
industry may pose the biggest gambling challenge of all. Will 


he continue to withhold future commitments from interstate 
pipelines? Or will he take a chance with the FPC regulation 
turning out, eventually at least, to be ‘fair and reasonable’? 
Either way the risks are tremendous. Either course might 
make or break the individual producer. No federal regulation 
was gamble enough for the producer. Permanent FPC regu- 
lation is likely to be even more of a gamble.” 
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than stated in that case. Clearing up this 
point might well be the major target on 
the FPC’s agenda. 

Bear in mind, of course, that the Pan- 
handle Eastern Case involved a pipeline 
company not an independent producer. 
The FPC nevertheless finds itself now 
handicapped by a higher court decision 
virtually instructing it to abstain from 
using a fair field price, in connection with 
rate making for gas produced by a regu- 
lated natural gas company. While the court 
agreed that the FPC could use fair field 
price, as it did in its Panhandle Eastern 
decision, for company-produced gas, as a 
cost rather than follow the traditional rate 
cost method, the commission nevertheless 
is supposed to make a finding as to the 
necessity for any resulting rate increases 
in the public interest. This court, inciden- 
tally, seemed to be under the impression 
that the Natural Gas Act was passed solely 
to protect consumers and keep gas rates at 
a minimum, although “fair and reason- 
able” is the rate criterion used in the law. 


AX of which points to a practical diffi- 

culty now facing the FPC. Without 
the handicap of the Panhandle Eastern de- 
cision, as it stands at this writing, the FPC 
might go in for broad and expansive 
transitional short cuts based on fair field 
price or some other ready-made price cri- 
teria or combination thereof. Until the 
Panhandle Eastern decision is disposed of, 
however, any such efforts would be under 
a legal cloud, to say the least. It may be 
that the U. S. court of appeals for the Dis- 
trict of Columbia as a whole will be con- 
strained to take another look at the mis- 
chievous precedent created by the decision 
of last December 15th of its panel judges, 
Fahy, Danaher, and Bastian. 
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What Kind of a Bill? 


yale short-range problem confront- 

ing the oil- and gas-producing indus- 
try, as a result of the Harris-Fulbright 
veto, is the job of getting any new legisla- 
tion back on the track. Assuming that an 
attempt will be made to revive the ill-fated 
bills in the next Congress, the groundwork 
must be laid now. But for what kind of a 
bill? 

It is clearly obvious that the fate of any 
such future legislation will be determined 
by both presidential and congressional 
elections next November. All three of the 
Democratic hopefuls for the presidential 
nomination—including front-runner Adlai 
Stevenson—suggest little or no encour- 
agement for the idea that the Harris-Ful- 
bright Bill, or anything like it, would ever 
be signed at the White House, if they have 
anything to do with it. This would seem 
to reduce any future hope for exemption 
legislation to an Eisenhower re-election, 
plus a claim on his veto message promise 
of further consideration. 

But it is not even as simple as that, be- 
cause that would be jumping an impor- 
tant and difficult step—another passage 
through Congress. Could the Harris-Ful- 
bright Bill or something like it make the 
grade in the Congress which will be elected 
next November ? That question would take 
a crystal ball to answer. But even a con- 
servative landslide would still leave thorny 
barriers for such a bill. The aftermath of 
the “Case case,”’ and whatever mess may 
come out of the special Senate committee 
lobby probe now getting under way, could 
make any future bill along this line politi- 
cal poison for a good many Congressmen. 
One thing is certain. Any future legisla- 
tion would have to get more unified and 
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Framing a New Gas Bill 


CC _ short-range problem confronting the otl- and gas-produc- 
ing industry, as a result of the Harris-Fulbright veto, ts the job 
of getting ANY new legislation back on the track. Assuming that an attempt 
will be made to revive the ill-fated bills in the next Congress, the ground- 
work must be laid now. But for what kind of a bill? It is clearly obvious 
that the fate of any such future legislation will be determined by both 
presidential and congressional elections next November.” 





broader gas-oil-utility industrial backing 
than the Harris-Fulbright Bill received. 


The Political Angle 


Aw before leaving the short-range ef- 
fect of the veto on the immediate out- 
look in this year 1956, reference might be 
made to the so-called “give-away” issue. 
Whether intentional or otherwise, the 
Eisenhower administration certainly ap- 
pears to have pulled the rug from under 
the budding campaign orators, who were 
all ready to work over the public utilities 
(electric as well as gas) on the basis of 
favoritism by the administration. Ever 
since the Dixon-Yates contract blew up 
last year, the political critics of the utility 
industries have been nursing this one along 
with professional care. 





The “great give-away” charge was to 
be drawn up on lines calculated to show a 
virtual conspiracy between the utilities and 
the Eisenhower administration to make off 
with the nation’s resources for private 
profit and public ruin. But now the admin- 
istration stands forth as the only effective 
backstop for so-called “consumer protec- 
tion” against a Democratic bill passed by 
a Democratic Congress under the manage- 
ment of Democratic leadership (but with 
a majority of Republican votes). The re- 
action of some of these professionals to 
the veto message was almost pathetic. 
While at the same time professing to 
“hail” the veto, they deplored the Presi- 
dent’s reasons for vetoing the bill, and al- 
together appeared like angry children be- 
reft of their peppermint sticks. You have 
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to be a hard-working politician to realize 
how the theft of a cherished issue can be 
a real hardship. 

This is not to say that the “great give- 
away” issue will not be heard in the 1956 
campaign. It will, in various areas. Public 
power bloc Congressmen in the Pacific 
Northwest will try to make the most of it 
for local regional advantage. But the real 
life has probably been drained from it, as 
a national issue, by the Harris-Fulbright 
veto. 

Of course any such political result has 
an inescapable two-way effect; and it 
would be idle to suppose that the same oil 
and gas people who were so enthusiastic 
for Ike in 1952 feel the same way about 
him after the gas bill veto. The fact is 
they are pretty angry about it and there 
is open speculation that Republican 
chances for carrying Texas have tumbled. 
Be that as it may, disinterested observers 
are almost bound to conclude that the oil 
and gas people and their lobbyists are far 
more responsible for their own present 
predicament than anything the White 
House did to them. In the final shakedown 
next November, it will be a fair question 
to speculate as to where the oil and gas 
people will be taking their political trade 
—as between the sympathetic but morally 
sensitive Eisenhower and anything the 
Democratic opposition may have to offer 
at that time. 


The Long-range Question 


yeas back to the more important 

regulatory problem of where the gas- 
producing industry goes from here, the 
basic question will be one of statutory ap- 
proach. Granted that the traditional util- 
ity rate base approach is virtually impossi- 
ble of application to gas production. When 
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this fact has been demonstrated, will the 
industry seek an alternative that would 
permit it to live within the FPC jurisdic- 
tion under the Natural Gas Act? Or is all- 
out exemption the only answer? The de- 
cision cannot be made until after next No- 
vember, obviously. But it is not too soon 
to start thinking about both forks in the 
road. Another wrong guess (and the in- 
dustry already has two marks against it 
now, in the form of presidential vetoes six 
years apart) could do the gas-producing 
industry and its investors some serious 
harm. 

Senator Fulbright told the Senate In- 
terstate Commerce Committee early this 
year that the Phillips decision had con- 
ferred upon the FPC the right at “its own 
whim and caprice” to abrogate contracts 
between producers and interstate carriers 
in so far as prices of natural gas at the 
wellhead are concerned, yet with the power 
to compel compliance with the delivery 
provisions by producers. “A strange con- 
cept for a system of private enterprise,” 
he added, since it would give a federal 
agency the power to destroy the contract 
price, while still compelling the injured 
sellers to maintain deliveries. Referring 
further to the impact on the whole national 
economy, he said that “a principle once es- 
tablished as a national policy must in time 
be applied universally and equitably.” 


i was from this variety of paternalistic 
interference with private enterprise 
that the country was to have been pro- 
tected, at least temporarily, by the Harris- 
Fulbright Bill. 
Four major provisions of the now ve- 
toed bill provided: 


1. Transportation of natural gas in 
interstate commerce would not start un- 
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til it entered interstate pipelines. 

2. Sale of natural gas in interstate 
commerce for resale could occur only 
after it had entered interstate transmis- 
sion lines and no previous movement of 
such gas would be a part of interstate 
transmission. 

3. When an increase in rates of an 
interstate transmission system were 
based in whole or in part upon any new 
or renegotiated contract with a pro- 
ducer other than an affiliate of the pipe- 
line system, the FPC would consider 
whether the new price were the reason- 
able market price in the field where it 
was produced. 

4. If the new price were found to be 
in excess of the reasonable market price, 
the FPC would allow only the reason- 
able market price of the gas so pur- 
chased to be charged as an operating ex- 
pense, plus a reasonable gathering 
charge in cases where the price was de- 
termined before gathering had been 
completed. 


\. TING, of course, that these stand- 

ards of a vetoed bill have utterly no 
legal force or effect, to what extent might 
the FPC consider the fact that a majority 
of the Congress did approve them and that 
the President of the United States did an- 
nounce his sympathy for the objectives 
sought to be accomplished? To what ex- 
tent might the FPC appropriate such 
standards in working out its own regula- 
tory responsibilities in the future? 

The Harris-Fulbright Bill made other 
minor changes in the Natural Gas Act, but 
these are the most important. The fourth 
of the changes outlined above represents 
a far cry from the utility type of regula- 
tion with the establishment of rate bases 


and rates of return, which may still be 
necessary under the Supreme Court’s 
Phillips decision. As matters now stand, 
it would appear to boil down to whether 
the FPC can be trusted to administer the 
unchanged law honestly, fairly, and effi- 
ciently for the protection of consumers. 

Producers in the six southwestern states 
of Texas, Louisiana, Oklahoma, New 
Mexico, Kansas, and Mississippi, which 
contained 79.7 per cent of the estimated 
proven reserves of natural gas of the en- 
tire country and accounted for 86.8 per 
cent of marketed production in 1955, have, 
with the exception of Mississippi, which 
is now considering legislation to that end, 
long been regulated by state conservation 
commissions. The first conservation meas- 
ure came in 1913 when the Oklahoma 
legislature passed a law directing the state 
corporation commission to enforce ratable 
production of gas from common reser- 
voirs, and today the six states west of the 
Mississippi river, which accounted for 2 
combined 92.7 per cent of 1955 marketed 
production, have conservation commis- 
sions with varying degrees of control over 
natural gas production. 


N the main, these commissions have au- 
thority to require permits before drill- 
ing of any well can start and to close down 
individual wells or entire fields to regulate 
production to prevent flooding the market 
with distressed oil and gas and thereby 
causing a waste of a valuable and irre- 
placeable mineral resource of the state. The 
effect of these restraints has been the pro- 
longation of the life of oil and gas fields 
through orderly development, but these 
measures were directed primarily at con- 
servation and not at the price consumers 
were charged in distant areas. 
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In Texas, which contained 49.5 per cent 
of the estimated proven natural gas re- 
serves of the country at the end of 1955, 
accounted for 51.2 per cent of the 1955 
marketed production of natural gas, and 
where no public service commission exists, 
the natural gas industry is regulated by 
the state railroad commission. Moreover, 
the extent of its regulation of all branches 
of the natural gas industry—production, 
transmission, and distribution—is more 
widespread than in any other state. The 
railroad commission has broad jurisdic- 
tion over the rates and practices of natural 
gas companies engaged in all phases of 
the industry to the extent that it may es- 
tablish and enforce fair and reasonable 
rates, prescribe rules for the full control 
and supervision of natural gas pipelines, 
require a division of the proceeds from the 
sale of gas among companies producing, 
transporting, and distributing gas, and ap- 
portion the supply of natural gas between 
communities and industries where the sup- 
ply is inadequate. It may even require nat- 
ural gas pipelines to augment their supplies 
when, in its judgment, it becomes neces- 
sary. 


es gas utilities, in addition, are 

regulated by incorporated communi- 
ties of 2,000 and more population, which 
have the power to prescribe rules and regu- 
lations under which gas shall be distributed 
and to regulate rates. A natural gas trans- 
mission or distribution utility in Texas 
may appeal to the railroad commission 
from the regulatory acts of any community 
and its decision is final. Like utilities in 
other states, natural gas companies in 
Texas are subject to regulation by the Se- 
curities and Exchange Commission and 
interstate movement of natural gas pro- 
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duced in Texas is under the regulation of 
the Federal Power Commission. 

Even though the Natural Gas Act of 
1938 contained the definite statement that 
“The provisions of this act shall not ap- 
ply .. . to the production or gathering of 
natural gas,” and although the FPC in 
more recent years had denied any juris- 
diction over these phases of the natural gas 
industry, many producers feared that sales 
of their gas at arm’s-length bargaining to 
interstate transmission systems might sub- 
ject them to regulation by the FPC 
through future changes in the wording of 
the Natural Gas Act and had refused to 
sell their supplies for interstate movement. 
When their fears were confirmed by the 
Supreme Court’s decision, nearly all of 
them withheld their uncommitted supplies 
from sale to pipelines and little explora- 
tion was undertaken to locate new sources 
of supply. 


HIs should not be surprising since, to 

a considerable extent, the natural gas 
producer, and particularly the wildcatter, 
is a gambler. Sometimes spectacularly suc- 
cessful but more often a heavy loser, he 
must cash in on his “hits” to offset his 
losses and his record of hits in searching 
for new supplies is not impressive. Despite 
advances in the last thirty years in the 
science of finding new reserves, The Bul- 
letin of the American Association of Pe- 
troleum Geologists for January, 1951, 
listed his average chances as follows: 


1. He has one chance in 9 of find- 
ing oil or gas in commercial quantities 
when drilling a wildcat well. 

2. He has one chance in 40 of finding 
a gas field. 

3. He has one chance in 16 of finding 
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a very small oil field, and often the vol- 
ume of oil found will not repay his in- 
vestment and expenses. 

4. He has one chance in 53 of find- 
ing a small oil field with sufficient pro- 
duction to supply the U. S. demand for 
from four hours to two days. 

5. He has one chance in 330 of find- 
ing a medium-sized oil field that could 
supply the demands of the country for 
from two days to one week. 

6. He has one chance in 991 of find- 
ing a large oil field with sufficient pro- 
duction to satisfy the U. S. demand for 
one week or more. 


| energie these ratios have not im- 
proved since 1951, the cost of drilling 
the average well has increased from $90,- 
000 to $100,000. Moreover, according to 
the January 30, 1956, statistical and fore- 


cast issue of the Oil and Gas Journal, there 
were a total of 12,271 wildcat wells drilled 
in 1956, of which 1,812 wells or 14.8 per 
cent produced oil in commercial quanities, 
353 wells or 2.9 per cent produced natural 
gas, and 10,106 wells or 82.3 per cent pro- 
duced neither oil nor gas and were a total 
loss to the driller. Of total well comple- 
tions during the year, which includes those 
drilled in established oil and gas fields as 
well as in virgin territory, 29,755 wells or 
67 per cent of the 44,411 completions were 
oil wells, 3,260 wells or 7.3 per cent pro- 
duced gas, and 11,396 wells or 25.7 per 
cent were failures. 

The producer, who took the major risk, 
received but a minor part of the price paid 
for his gas by residential consumers, the 
country over, according to a breakdown 
of 1953 household natural gas prices in 40 


sizable cities in 21 states and the District 
of Columbia, presented to the Senate com- 
mittee on May 11, 1955, by Dr. John W. 
Boatwright, economist of Standard Oil 
Company of Indiana. The arithmetic aver- 
age of residential rates in the 40 cities was 
$1.29 per Mcf, which represented the en- 
tire “take” from household consumers. 
The distributing utilities paid their supply- 
ing pipelines an average of 50 cents per 
Mcf for this gas, and the interstate trans- 
mission systems paid the producers an 
average of 9.9 cents per Mcf. Restated, 
where the distributing utilities got 68.8 
per cent of the average residential take and 
the pipelines 23.43 per cent, the producers, 
who assumed by far the greatest risk, re- 
ceived an average of only 7.68 per cent. 


| onmven utility commissions with power 

to regulate all gas-distributing utilities, 
exist in all of the states and the District 
of Columbia, except Iowa, Minnesota, 
Mississippi, Nebraska (except for pipe- 
lines declared common carriers), South 
Dakota, and Texas, but not all of them 
have the same coverage. 

Granted that gas production is inher- 
ently a business gamble and the producer 
a traditional gambler, the future facing 
this industry may pose the biggest gam- 
bling challenge of all. Will he continue to 
withhold future commitments from inter- 
state pipelines? Or will he take a chance 
with the FPC regulation turning out, 
eventually at least, to be “fair and reason- 
able’? Either way the risks are tremen- 
dous. Either course might make or break 
the individual producer. No federal regu- 
lation was gamble enough for the pro- 
ducer. Permanent FPC regulation is like- 
ly to be even more of a gamble. 
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Let’s Keep Our Business and 
Politics Straight 


The editor of the national telephone journal outlines 
some of his ideas about the important rdles to be played 


by business and trade publications, as well as utility 
management, in keeping the record straight in the 
critical political campaign months which lie ahead. 


By R. C. RENO* 


HE title of this article may cause some 

surprise when one considers that the 

author edits a publication primarily 
addressed to the telephone industry, rather 
than to its subscribing public, and certain- 
ly not to the field of politics. But, by way 
of explanation, I would like to recall a 
somewhat amusing little incident which I 
witnessed during just about the first po- 
litical presidential campaign that I can re- 
call personally as an adult voter. It was 
the 1928 contest between Herbert Hoover 
and Al Smith. It seemed as though every- 
body was so excited in the community 


*Editor, Telephony magazine. For additional 
personal note, see “Pages with the Editors.” 
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where I lived that it was pretty hard to 
find anyone who had not already taken 
sides. Naturally, the newspapers were 
busy taking straw polls and opinion sur- 
veys from people on the street, and at the 
ball parks, or any place else where they 
could be buttonholed. 

I remember there was one enterprising 
newspaper reporter who happened to be 
walking by the parking field where the 
employees of the local gas and electric 
company parked their cars. He thought 
it would be a good stunt to count the num- 
ber of Hoover stickers and plates on the 
parked automobiles as compared with the 
number of Smith stickers and plates. I 
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forget now how the count came out. But 
I do know that when the local newspaper 
ran a story the next day about gas and 
electric utility company employees “over- 
whelmingly in favor of” a certain candi- 
date, the utility’s management — without 
any fault or effort on its own part—found 
itself unexpectedly let in for a hard time. 
The company’s telephones kept ringing all 
day long, with calls from indignant con- 
sumers demanding to know just what 
business it was of the gas and electric com- 
pany, or of its employees, to be giving 
publicity to their political preferences. 


HAT little experience always im- 

pressed upon me the importance of a 
public utility company maintaining a 
strictly neutral position in matters of po- 
litical controversy, as such. Since then I 
have seen the wisdom of alert manage- 
ment putting out various rules and gen- 
eral recommendations, during a period of 
heated political controversy, asking that 
employees — or at least those coming in 
contact with the public — refrain during 
working hours from wearing buttons or 
pins, engaging in arguments, or other ex- 
pressions of views or opinions which 
might be resented by any of the utility’s 
customers. 

I suppose most utility companies try to 
follow this common sense course today. 
And it does make common sense. After 
all, there is no such thing as a Democratic 
public utility or a Republican public util- 
ity. The telephone company, as a utility, 
has a public service obligation by law to 
serve all customers without the slightest 
discrimination as to race, color, creed, or 
politics. 

But when we have agreed on that, we 
might also go a little further and examine 


somewhat different circumstances—where 
it might become the equally clear duty of 
telephone company management and its 
employees to speak up in defense of the 
very economic system under which the 
company operates. And when, unfortu- 
nately, that system itself happens to be- 
come a political issue, then management 
may well find that it has a very definite 
responsibility along this line. 

And so, we see that the sound, tradi- 
tional managerial policy of striving to 
keep business out of politics, and to keep 
politics out of business, is subject to this 
very obvious qualification of self-preser- 
vation. It is only when the continuation 
of a business, particularly a utility busi- 
ness such as a telephone company, may be 
imperiled by unfair and distorted po- 
litical attacks that it becomes good busi- 
ness policy to set the public record 
straight. In other words, in such a situa- 
tion business management must consider 
itself as the trustee of our enterprise sys- 
tem. It has a responsibility to the public, 
to the company’s employees and custom- 
ers, as well as to the investors, to speak 
out clearly and unmistakably when that 
system becomes a target of political per- 
secution. 


N™ in this present year 1956, we are 

faced with the prospects of a very 
heated presidential campaign. As far as 
the candidates are concerned, whoever 
they may be, there is clearly no call for 
our public utilities, as such, to depart from 
the traditional position of strict neutral- 
ity. But there is a possibility, without re- 
gard to party politics, that our business 
enterprise system and our public utilities 
may be dragged in to serve as political 
footballs in local, state, or regional elec- 
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tions. We may all fervently hope that this 
will not become the case. 

I very much fear, however, that in the 
heat of the forthcoming campaign, some 
of the orators are going to yield to the 
temptations of engaging in attacks on 
business, and particularly big business. 
Such an attempt to capitalize on class 
prejudice has always been a recurrent 
phenomenon in the history of American 
politics. It is a phenomenon which re- 
curs in the history of all politics. I do not 
suppose there ever was a time, going as 
far back as the ancient republics of Greece 
and Rome, that some political orator did 
not occasionally step out of line and try 
to catch votes by taking a crack at the 
prevailing form of business interest. 

But we in the United States are particu- 
larly fortunate in having a system of gov- 
ernment which lends itself to an effective 
defense against such tactics. When I say 
it “lends itself to an effective defense” I 
mean that it can be used for that purpose, 
provided that business interests take ap- 
propriate and intelligent steps. They must 
avail themselves of the prerogatives 
which can be theirs. 


= 


i going into a little further dis- 
cussion on how we, as business man- 
agement people, can help ourselves to pro- 
tect that system, I would like to dwell a 
little longer on the defense opportunities 
which our American form of government 
makes available to us. We need only com- 
pare our American kind of democracy 
with some of the multiparty systems of 
democracy in Europe and elsewhere to 
realize that, in the United States, busi- 
ness is given at least a sporting chance. 
This is mainly because we have only 
two major parties. And because we have 
only two major parties there has grown 
up, within both of these parties, left wings 
and right wings, and center groups; and 
we have become accustomed to the differ- 
ent positions which these different wings 
take on particular issues. We all realize, 
for example, that a conservative Demo- 
crat may have far more in common with 
a conservative Republican than he would 
have with a left-wing Democrat. Within 
the past two years we have seen one of 
the members of the United States Senate, 
from the state of Oregon, change his po- 
litical faith from Republican to Democrat 


“WE now have in this country about 40 per cent of all the 
electric generating capacity in the world; approximately four 
times that of Soviet Russia. We have many more miles of 
natural gas pipelines, commercial airlines, and railroads here 
in the United States. All this has come to pass under a system 
of private investment. And when we compare these accomplish- 
ments, particularly in the public utility field, with operations 
in foreign countries where socialized operation ts the general 
rule, we ought to feel very confident that our system of oper- 
ating public utilities under private enterprise, subject to com- 
mission regulation, 1s the best way, or, at very least, that it is 
a better system than any other which has yet made its appear- 
ance in any major country of the world today.” 


372 


q 
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without changing, at all, in his general 
attitude on most major controversial is- 
sues. The only difference is the label. He 
used to play left end for the Republicans. 
Now he is playing left end for the Demo- 
crats. It is as simple as that. 

To some of our idealistic people—espe- 
cially some of our younger people, just out 
of school—who like to think of every issue 
in terms of absolute black or white, right 
or wrong, such factionalism might seem 
to suggest partisan insincerity. We have 
all heard the cynical observation that 
there is not any real difference between 
our major parties. And it is probably true 
that a great majority of our people vote 
for personalities rather than for princi- 
ples. They select a candidate whom they 
like and trust, and then let that candidate 
take care of the principles, after he is 
elected. 


UT, actually, this “star” system, so to 
speak (which is almost as character- 
istic of American politics as are our 
American movies), is really an attribute 
of strength and endurance. Have you 
ever stopped to think that in the 180 years 
of our history, as an independent Repub- 
lic, we have always had just two major 
parties? They were not always the same 
parties. Yet there were never more than 
two, at the same time. In the beginning 
it was the Federalists, as distinguished 
from the old Republican - Democrats. 
Early during the past century, there was 
the rivalry between the Jacksonian Demo- 
crats and the Whigs. When the Whig 
party withered away in the middle of the 
last century, the modern Republican party 
was born in the struggle over the slavery 
issue. And during the past one hundred 
years, we have had just the two, Republi- 


cans and Democrats. Occasionally we 
have had some very temporary outbursts 
of splinter parties, such as the old 
Populists, the Greenbacks, the Mug- 
wumps, the Farmer-Laborites, the Social- 
ists, and more recently the Progressives. 
But few of us ever took them seriously. 

By and large, therefore, our American 
democracy has always managed to work 
out all political differences within the 
frameworks of just two major political 
parties. And this is really the secret (if it 
is a secret) of the stability of our Amer- 
ican form of democracy! It is precisely 
because both of our major parties are 
elastic enough to furnish a political haven 
for all the various ideas and ideologies, 
that both have been able to endure the 
trials of various political storms and his- 
torical changes. And as a result, our na- 
tion has never been confronted with the 
collapse, breakdown, and frustrations 
which beset multiparty democracies, of 
which France is today a tragic example. 
Here is a once great nation which has four 
times set up republican forms of govern- 
ment without enduring success. And the 
main reason for those failures can be 
found in the inflexible, unyielding, and 
rigid dedication of numerous parties to a 
single brand of ideals or philosophy. In 
the oil-and-water segregation of Eu- 
ropean politics, there are no left wings or 
right wings within the same party. Any 
differences of opinion within the same 
party generally have led to a further 
splintering off of new parties from old 
parties. The consequences have been 
paralysis and frustration. 


cna back to our American form of 
government, we see an entirely differ- 
ent picture. The very flexibility of our 
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Public Needs Information 


oW/= may be sure that if the enterprise system is ever overthrown 

or supplanted in the United States (and I hope we will never see 
that day), it will not be the result of a foreign invasion or the encroach- 
ment of foreign doctrines. It will not be the result of any mass conversion 
of our people to the palpably fallacious theories of Marx or Socialism. 
THE COMMUNISTS NEVER WON AN HONEST ELECTION IN THEIR ENTIRE 
HISTORY! Given a clear-cut decision, we can rely on our American people 


to make the right choice. But it must be a clear-cut decision. And clear-cut 
decisions must depend on plain, adequate, and complete information.” 








American two-party system permits it to 
bend with the storms. And it is this elas- 
ticity which can be the refuge of business 
interests. It emphasizes the importance of 
having our business management people 
develop friends and articulate champions 
within both parties. In that way, no mat- 
ter which side wins an American election, 
the business community is able to have 
friends in court. 


HE next step for business management 
to consider is how to win such friends. 
The obvious technique is an articulate 
presentation of the economic facts of life 
on which our American system of enter- 
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prise is predicated. There is no need to 
quarrel or argue or bicker with those who 
slander our business system of private 
enterprise. There is no need for the nega- 
tive approach, or a mere defense from po- 
litical attack. The facts are there to speak 
for themselves in a positive way. The 
positive way is to spread the record of 
American business, including of course 
our public utility industries. 

If that story is told simply and force- 
fully, sticking only to the indisputable 
facts of accomplishment, there will be no 
necessity to engage in acrimonious debate 
with political figures as such. And we do 
have such a wonderful story to tell. It is 
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a story that will stand up in comparison 
with any other kind of a story which any- 
body else cares to tell about any other sys- 
tem of providing for the service and wel- 
fare of the public. 

And that, in a word, is just what busi- 
ness publications can do. It is a big job to 
be done and much help is needed to do it. 
It is true that such publications are usually 
addressed to the industry, and not the pub- 
lic. But the job must be started within the 
industry, by spreading the word first 
among management people and company 
employees. If that is done, they in turn 
will be better able and more willing to 
carry the story further to the level of the 
utility customer. 


i Biercsagamiine: explanatory articles on 
what commission regulation is and 
how it works, and about the responsibility 
of some of our labor union people to pro- 
tect and support the industrial system 
which makes possible the jobs of their 
membership, are among objectives in this 
field. The need for fair and adequate rate 
increases, and tax treatment for telephone 
companies, requires continuous explana- 
tion. 

Most of us in the telephone industry 
have seen the steady rise of telephone 
patronage accomplished in this country 
under a system which is virtually 100 per 
cent private enterprise, subject only to 
federal and state government regulation. 
We have seen this growth accomplished, 
along with great strides in the quality of 
telephone service and constant improve- 
ment in the efficiency of equipment and 
operations. And with it all, we have seen 
the constant increase over the years in the 
percentage contribution made by the tele- 
phone industry to the various forms of 


government in the form of taxes. We 
have seen the numbers of persons gain- 
fully employed steadily increase, along 
with the improvements in their wages and 
working conditions. 

And what we have seen in our telephone 
industry we have likewise witnessed, along 
the same general trend, in other branches 
of public utility operations in the United 
States. We now have in this country 
about 40 per cent of all the electric gen- 
erating capacity in the world; approxi- 
mately four times that of Soviet Russia. 
We have many more miles of natural gas 
pipelines, commercial airlines, and rail- 
roads here in the United States. All this 
has come to pass under a system of private 
investment. And when we compare these 
accomplishments, particularly in the pub- 
lic utility field, with operations in foreign 
countries where socialized operation is the 
general rule, we ought to feel very confi- 
dent that our system of operating public 
utilities under private enterprise, subject 
to commission regulation, is the best way, 
or, at very least, that it is a better system 
than any other which has yet made its ap- 
pearance in any major country of the 
world today. 


Y*= we can be perfectly confident of 
that story. But it is a surprising fact 
that a good many people in this country 
do not know this story. Generally speak- 
ing, our American system suffers, quite 
understandably, from a lack of public 
realization of how it works and why. I 
say “quite understandably” because most 
of our people are busy about their own af- 
fairs and their own problems. If we want 
them to know about these things, we will 
have to tell them. 
When something works very well, we 
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Americans are all inclined to take it for 
granted—whether it be a motorcar or an 
airplane or a train or the electric service 
which is ours to command at the flip of a 
switch. Of course modern high-quality 
telephone service is always taken for 
granted. Most of our people have not had 
occasion to go into some of the other 
countries of the world, where the same 
things are done very poorly by state- 
owned monopolies, and compare the dif- 
ference. If they did have this opportunity, 
we would not have any need to tell the 
story of private enterprise, over and over 
again. They would be well aware of the 
economic facts of life about our enterprise 


system. 
M°" people in this country today do 
not realize that they are all Capital- 
ists, whether they like the idea or not. In 
a single day recently, nearly 1,000,000 
Americans acted as Capitalists. It was a 
day when over $250,000,000 was invested 
—not an uncommon turnover for our na- 
tion as a whole. What did these Ameri- 
cans invest in? If you went into a typical 
average-size city of the United States, 
you could add up the different sums in 
terms which are quite familiar to every- 
body. One man bought a farm. Another 
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man bought a store. Another man bought 
a share of corporate stock. Another man 
bought an insurance policy. Multiply 
these transactions over and over again, in 
all the cities throughout the United States, 
and they come to $250,000,000 on that 
single day of capitalistic operations. 

Did these people consider themselves 
Capitalists? Probably not, because most 
of us reserve that term for the operation 
of some very wealthy person or organiza- 
tion with vast sums invested. But actually 
any day’s business in the New York Stock 
Exchange in Wall Street is simply the re- 
mote reflection of hundreds of thousands 
of small transactions that go on every day 
along Main Street and in the offices and 
stores of our smallest communities. 


iP prens by classical definition is “any 
form of wealth employed or capable 
of being employed in the production of 
more wealth.” The hoarded dollars not 
invested in production are just as useless 
as a lazy person who will not work. We 
may recall the parable of the talents in the 
gospel, where the servants who invested 
wisely for profit were rewarded, while the 
servant who buried his single talent was 
rebuked. 
Only when put to use do savings be- 


“Tr is only when the continuation of a business, particularly 
a utility business such as a telephone company, may be im- 
periled by unfair and distorted political attacks that it becomes 


good business policy to set the public record straight. In other 
words, in such a situation business management nust consider 
itself as the trustee of our enterprise system. It has a responsi- 
bility to the public, to the company’s employees and customers, 
as well as to the investors, to speak out clearly and unmistakably 
when that system becomes a target of political persecution.” 
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come capital, and only when given direc- 
tion in filling the needs of people does 
capital become creative. During the past 
quarter-century, individual purchasing 
power (and by that I am making an al- 
lowance for inflated price increases) has 
climbed 40 per cent. The average work- 
week has been cut from forty-four to forty 
hours. Benefits of various kinds in addi- 
tion to wages, estimated at almost $8 bil- 
lion, have been added to the annual aver- 
age incomes of the working people in the 
United States. So, it is no accident that 
during the same twenty-five years the total 
number of jobs has increased from 45,- 
000,000 to 60,000,000 gainfully em- 
ployed in the United States. And it is also 
no accident that during this same twenty- 
five years the amount of investment has 
increased about 25 per cent. 


A these things go together, hand in 


hand, in the dynamic capitalistic econ- 
omy which we call the enterprise system. 
And we have seen the same corresponding 
trends being worked out in our telephone 
industry, both Bell and independent, 
which is an important part of this enter- 
prise system. It is a complete vindication 
of the over-all expectation of that great 
prophet of private enterprise, Adam 
Smith, who foresaw — nearly two cen- 
turies ago—the role of Capitalism in cre- 
ating an abundance. It is a complete 
refutation of the fundamental error of 
Karl Marx and other prophets of Com- 
munism and Socialism who foresaw, only 
a century ago, a hypothetical enslavement 
of the workers by Capitalism. Workers 
today know where it is that they are free, 
and where it is that they are enslaved. And 
if the workers of the world do not on the 
whole know where the greatest benefits 


are to be enjoyed, it is because business 
management under the free private enter- 
prise system has fallen down on the job 
of keeping them informed. 


HAT brings me to the central point 
regarding the relationship of business 
to politics. I have referred to the duty of 
the businessman to speak up in defense of 
the enterprise system. But as a prelimi- 
nary to that duty, business management 
people must first inform themselves about 
the way the enterprise system works with 
relation to their own business. Only in 
this way can their own belief and positive 
conviction in the righteousness of that 
system become crystallized and fortified. 
Several years ago there was a popular 
book on the subject of nutrition and diet- 
ing, which had the intriguing title “We 
Are What We Eat.” And while that is 
probably true enough, as far as physical 
attributes of our bodies are concerned, it 
probably would be more accurate to say 
that in the realm of intellect, which gov- 
erns such matters as the principles we live 
by, “we are what we believe!” I think we 
all will agree with the Bible that man does 
not live by bread alone. We must have 
good reasons why we should believe this 
way rather than that way. Possessing 2 
knowledge of such reasons is a responsi- 
bility for any man who wants to lead more 
of an intellectual existence than that of a 
mere vegetable or animal. 

It follows from this that in order to be- 
lieve in the enterprise system it is first 
necessary for the businessman to under- 
stand it. It is necessary for him to have 
at least a general concept in his mind of 
how the system works with relation to his 
own business, and to be able to refute, at 
least to his own satisfaction, any attack 
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Socialistic Textbooks 


74 


E need only to look at some of the textbooks used in some of our 


schools, which so greatly praise socialistic economics and so often 
discredit the business enterprise system, to realize that some formal edu- 
cation is not exactly a bastion of strength in the defense of our enter- 
prise system. But the basic principles of our enterprise system are easy 
enough for even the humblest working person to understand. Basically, 
the system is as simple as two and two making four.” 








made from any quarter on the funda- 
mental validity and justification of that 
system. 

I will admit at the outset that this is not 
a very simple matter. We were certainly 
not born into this world with a knowledge 
of how the enterprise system works. And 
I am very much afraid we are not always 


able to obtain it from our conventional: 


modern educational system. We need 
only to look at some of the textbooks used 
in some of our schools, which so greatly 
praise socialistic economics and so often 
discredit the business enterprise system, 
to realize that some formal education is 
not exactly a bastion of strength in the 
defense of our enterprise system. 
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B” the basic principles of our enter- 
prise system are easy enough for even 
the humblest working person to under- 
stand. Basically, the system is as simple 
as two and two making four. It is as 
simple as figuring out that profit is an in- 
centive which is created when a business 
makes ends meet, by balancing the income 
and the outgo, and then having left over 
some margin of reward for those who in- 
vested in the creation of the enterprise. 
We do not have to be any intellectual 
giant to figure out that no one wants to 
put up capital unless there is a prospect of 
an attractive return. We need only to look 
at the starving masses of the Orient to 
realize labor without capital is a useless 
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world surplus and that without capital to 
create tools for more production for each 
hour a man works, there can be no prog- 
ress, no permanent raise in wage scale, no 
added leisure, no drop in prices, or no im- 
provement in quality, no general rise in 
living standards. 

Yes, capital means the tools of produc- 
tion. Our American enterprise system 
has confounded the pessimists of old by 
becoming the servant of man and build- 
ing an economy of abundance. As one re- 
sult, it has turned out such commonplace 
things as automobiles, television sets, and 
automatic furnaces which, as recently as 
1900, would not even have been gross 
luxuries. They were science fiction. 

But when we progress from these gen- 
eralities of the enterprise system to its ap- 
plication to our own telephone business, 
we find an even greater responsibility on 
the part of management to keep informed 
and to keep others informed. In a com- 
petitive business, such as a department 
store or an appliance store, the economics 
of profit-and-loss operations are much 
more apparent to the average citizen and 
voter. 

He knows that the store owner must 
invest in order to create the business, 
that he must take in more than he has in- 
vested to make the business pay and con- 
tinue to operate and expand. The average 
man realizes that to do this, the store own- 
er must also give continuing satisfaction 
to the customers in the form of honest 
merchandise and courteous and efficient 
service. 


I* the telephone business, however (as 

well as with other utility businesses), 
the necessity for such profitable operation 
is not so apparent! Because of a funda- 


mental characteristic of utility operations 
competition of rival telephone companies 
in this same area is wasteful, and is gen- 
erally not allowed by regulatory law. This 
characteristic, sometimes referred to as 
“natural monopoly,” gives rise to misun- 
derstandings which challenge the best ef- 
forts of telephone management to over- 
come. I go further and say that the duty 
of public utility management to develop a 
better public understanding of such mat- 
ters is many times greater than the cor- 
responding duty of the owner of a com- 
petitive business. 

That statement may surprise you. But 
consider this simple example of something 
that goes on in the lives of all of us every 
day. Let us say we go out and buy an au- 
tomobile or a television set. That kind of 
a purchase, of course, we do not make 
every day. Ona general average we might 
make such a purchase once in four or five 
years. And if we are dissatisfied for any 
reason with our purchase, let us say be- 
cause it does not live up to advance billing 
as to economy or quality, there is not much 
we can do about it until we can afford an- 
other purchase, which might be four years 
later. By that time, models will have 
changed and the continued publicity of dif- 
ferent rival products probably will have 
dimmed our earlier feelings of disappoint- 
ment. In any event, if we still feel badly 
about it we can make our replacement in- 
vestment in a competitive product. 


I" the public utility business, this is not 
so. It is not an investment the cus- 
tomer makes every four or five years. It 
is an investment he makes every month. 
Yes, every month there is a constant re- 
minder to the subscriber that the telephone 
company is performing certain services at 
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a certain cost. More than that, there is no 
other place that the customer can go for 
service if he does not like the service he is 
getting or is dissatisfied with its cost. If 
the subscriber happens to grow sour on his 
company’s service, that monthly bill 
keeps coming in, piling up aggravating 
reminders, and the cumulative end result 
could be a customer explosion. 

How much more important, therefore, 
it is for the telephone company to see to 
it that the customer is always satisfied 
with the service, that he always has confi- 
dence in the ability of the management, 
and in the fairness of charges made. 

Securing such a public confidence ob- 
viously depends on securing a basic under- 
standing on the part of the public of the 
economic facts of life in‘the telephone 
business. Management must get across to 
the public, at least in a general way, where 
the investment comes from, why it is nec- 
essary to have an exclusive service area 
for one company, and one company only. 
The customer must also be made to realize 
that the monthly charges are not only fair 
with regard to the quality of service re- 
ceived, but there is also an independent 
system of government control—which we 
call commission regulation—which con- 
stantly protects him. We have been told 
time and again by informed observers that 
great masses of utility customers are not 


q 
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even aware that the regulatory commis- 
sions exist, let alone what they do and 
why they do it, for the protection of the 
consuming public. 


YY all these are a challenge to man- 

agement, because they add up to a 
never-ending job of spending, of plan- 
ning, of training employees, and most of 
all making sure that management people 
themselves understand it and believe in the 
system. 

There are also dangers and pitfalls. 
Spending and doing too much along this 
line can itself inspire criticism. The man- 
agement of a nonutility business can buy 
as many full-page advertisements as it 
pleases, or as it thinks it can afford. The 
telephone company management, how- 
ever, must proceed with discretion, even 
though the demand and need for such edu- 
cational and promotional activity are 
much, much greater on account of rea- 
sons already mentioned. 

And now we come back, finally, to this 
election year of 1956. The fact that pub- 
lic utility companies must operate in non- 
competitive service areas makes them a 
natural target for the unscrupulous dema- 
gogue. The fact that telephone companies 
have had to raise their charges for service 
over the past decade on the average of 
about 25 per cent, furnishes ammunition 


“MANAGEMENT must get across to the public, at least in a 
general way, where the investment comes from, why tt 1s 
necessary to have an exclusive service area for one company, 


and one company only. The customer must also be made to 
realize that the monthly charges are not only fair with regard 
to the quality of service received, but there is also an inde- 
pendent system of government control—which we call com- 
mission regulation—which constantly protects him.” 
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for politicians to cry out that extortions 
are being practiced on the public, even 
though as much as 100 per cent price in- 
creases in some nonutility businesses— 
over the same period—are accepted cas- 
ually and virtually without comment. 
Who are these people who cry out in 
this manner? Are they Socialists? Are 
they sincere disbelievers in the enterprise 
system? Have they a rival plan or some 
other system for serving the public which 
they truly believe is better? Some of the 
industry’s critics might be found in this 
category. But only a handful. By and 
large, the industry's critics will be found 
to be either self-seeking opportunists, will- 
ing to say anything to gain votes, or un- 
informed or perhaps merely unthinking 
people who are willing to go along with 
cheap appeals to their class prejudice. 


N’™ for the dyed-in-the-wool Social- 
ist, we do not have much of a rem- 
edy. We do not need one, because he is 
not that important. He is not that numer- 
ous. And if he has not the brains to look 
around him and convert himself, it might 
be a waste of time to try to convert him. 

As to the self-seeking politician, how- 
ever, and the uninformed voter, who 
might be attracted to his standards, we 
can do something. We can see to it that 
the voters are adequately informed; that 
they know what the score is. We can make 
sure that they realize how a dollar is 
made, how telephone rates are fixed, and 
who fixes them. We can answer the 
slander against commission regulation, 
which is the first line of defense of the 
enterprise system in the public utility field. 
When we have done this, the problem of 
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self-seeking politicians will take care of 
itself. It will simply disappear. Why? 
Because there is no better way of convinc- 
ing the politician, than to make it clear 
that the line he is following is not going 
to produce votes. That is all he will need 
to know in order to clear out and leave 
the industry in peace. 

Yes, the correction of the entire prob- 
lem of public understanding is something 
like charity, in that it begins at home. It 
begins first of all with ourselves, as man- 
agement people, then with our employees, 
and with our customers at the local com- 
munity level. 


W: may be sure that if the enterprise 

system is ever overthrown or sup- 
planted in the United States (and I hope 
we will never see that day), it will not be 
the result of a foreign invasion or the en- 
croachment of foreign doctrines. It will 
not be the result of any mass conversion 
of our people to the palpably fallacious 
theories of Marx or Socialism. The Com- 
munists never won an honest election in 
their entire history! Given a clear-cut de- 
cision, we can rely on our American peo- 
ple to make the right choice. But it must 
be a clear-cut decision. And clear-cut de- 
cisions must depend on plain, adequate, 
and complete information. 

To that end, business and trade publica- 
tions are devoting their services. To that 
end, business associations and business 
management, meeting in business conven- 
tions, may well dedicate their efforts. 
There is no stake more precious, there is 
no default more dangerous, than can be 
found in this single, central problem of 
keeping our business and politics straight! 
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What Does the Report on Water 
Resources Policy Mean? 


Recently the Presidential Advisory Committee on Water Resources 
Policy submitted to Congress a report on the subject of co-ordinat- 
ing the development and preservation of water resources. The 
Under Secretary of Interior, the Honorable Clarence A. Davis, in 
this article, which is a substantial restatement of his explanation of 
the subject before the National Conference on Water Resources 


Policy (St. Louis, January 24, 1956), ts the first government official 
to discuss this report after its submission to Congress. 


By tHe HonoraBLE CLARENCE A. DAVIS* 
UNDER SECRETARY OF THE INTERIOR 


HE importance of water resources 

to the economy of the United States 

can hardly be overstated, and if I 
may be permitted before entering upon the 
details of the report itself, I should like 
to convey some notion of the widespread 
variety of the problems that are involved 
and of the implications of their solution 
upon our economy and upon the govern- 
ment. 

When we are dealing with water, we 
are dealing with one of the fundamental 
human wants. Along with land and air 
and food it is one of the necessities of life. 
Here in the United States, blessed with a 


*For additional personal note, see “Pages with 
the Editors.” 
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continent of virgin soil, we lived more 
than 200 years before the water’ problem 
became generally acute, but we must re- 
member that many ancient civilizations 
disappeared because of the absence or mis- 
management of land and water. 

The increase of our population, the 
raising of our living standards, the com- 
ing of our industrial era, and the in- 
creased application of water to land have 
now highlighted the problem until, in 
much of the nation, there is a grave and 
increasing concern over water resources. 

I should like to impress four things in 
the beginning: First, there is not a water 
problem, but there are many water prob- 
lems; second, while these problems are 
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nation-wide, they are not necessarily na- 
tional; third, that there is no magic for- 
mula which can be applied nation-wide as 
a solution of these problems. Lastly, the 
policies we adopt go to the heart of our 
national economy and ultimately to our 
very form of government. 


i ienw water problems confronting us 
have three aspects: physical, finan- 
cial, and organizational. 

Physically, we have the problem of wa- 
ter shortages, irrigation, floods, pollution, 
and navigation. In the Southwest, New 
Mexico, Utah, Arizona, and Texas, we 
have the problem of inadequate supplies 
to maintain agriculture and grazing and 
in many cases to even provide domestic 
supplies. The great metropolitan region 
of southern California, with its recent in- 
flux of millions of people, despite large 
transfers of water from the Lower Colo- 
rado, still anticipates the most serious 
problem for even domestic water supplies. 

There are larger numbers of local areas 
throughout the United States in which 
the problem of a domestic supply is be- 
coming acute. 

At the same time, many areas are suf- 
fering from devastating floods. The New 
England and California floods are so re- 
cent that we are all familiar with them, 
but throughout our history the lower Mis- 
sissippi has wrought millions of dollars of 
damage each year. The Missouri and its 
tributaries have frequently brought great 
devastation to the Middle West. Within 
ten years the Columbia has devastated 
wild areas, and the whole southeast re- 
gion suffers from occasional floods. 

At the same time, in our congested areas 
we are rendering much water useless by 
reason of industrial and municipal pollu- 


tion. The Potomac is one example, but 
there are serious pollution problems along 
the Ohio below Pittsburgh, in New York, 
New Jersey, and Pennsylvania. The Mis- 
souri below Omaha is affecting Kansas 
City, St. Louis, and the lower river. Chi- 
cago and the other cities adjacent to the 
Great Lakes have serious pollution prob- 
lems, and there are innumerable indi- 
vidual communities throughout the coun- 
try whose domestic water supplies will 
require pollution abatement eventually. 


gener our needs and uses of wa- 

ter climb to astronomical figures. It 
is estimated that the average urban dweller 
uses more than 145 gallons of water per 
day, and if you include the water uses 
that go into the manufacture of the things 
that he eats and wears and uses, his in- 
dividual needs climb to some 1,200 gallons 
per day. New industrial uses, air condi- 
tioning and kindred uses, bid fair to 
double that requirement in the next 
twenty years. 

The financial problems are of equal 
magnitude. No one has been able to esti- 
mate the total financial requirements 
necessary to meet the various water prob- 
lems in the years ahead. It will suffice to 
say that they involve billions of dollars 
among the various levels of government. 
It has been estimated that keeping abreast 
of only the relatively small problem of 
pollution will require some $750,000,000 
a year of somebody’s money. 

To give you a further glimpse, it is esti- 
mated that it will require $3 billion just 
to keep abreast of the hydroelectric re- 
quirements of the Columbia basin alone 
during the next ten years. The Tennes- 
see Valley Authority indicates a need for 
at least $150,000,000 a year for an in- 
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definite length of time to keep abreast of 
the growing electric needs of that area. 
How many hundreds of millions may be 
necessary for flood-control structures in 
New England or for similar structures in 
California, the Missouri basin, and else- 
where, it is impossible to say, but I should 
like to place emphasis at this point on the 
fact that the dollar requirements are so 
great that a federal assumption of re- 
sponsibility for all of them will have a 
definite effect upon the federal budget, 
even in these days of budgets and debts 
of billions. 


‘ome problems are further complicated 
organizationwise. In addition to pri- 
vate persons and cities and local public 
agencies, there are three great federal 
agencies, the Corps of Engineers, the Bu- 
reau of Reclamation, and the Department 
of Agriculture, actively engaged in var- 
ious phases of water resource develop- 
ment. Each of these agencies deals with a 
particular phase of the problem, and be- 
tween them there has been inadequate co- 
operation and in many cases intense rival- 
ries and jealousies throughout the years. 

It is less than twenty years ago that any 
general federal responsibility in this field 
of water resources was assumed. There 
has never been and there is not now any 
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general federal assumption of responsi- 
bility for the supplying of water for do- 
mestic and industrial water uses. Water 
supplies for domestic uses have always 
been an assumption of individual or local 
responsibility. Industrial supplies have 
been the responsibility of communities or 
of industry. 

Even in the field of irrigation it is in- 
teresting to note that while there are ap- 
proximately 28,000,000 acres of irrigated 
land in the United States, only about 7,- 
000,000 acres of that have been irrigated 
under federal sponsorship, and that prior 
to very recent years the hydroelectric po- 
tentialities of our rivers have been en- 
tirely developed by industry. Despite 
widespread federal activity in recent 
years, this activity still constitutes only a 
very minor percentage of water resources 
development. 


oe of this federal participation has 
been on a hit-and-miss basis; much 
of it is represented by what has always 
been known as pork-barrel legislation; a 
great deal of it has been done under po- 
litical pressures with small regard to na- 
tional needs. 

The Corps of Engineers, beginning 120 
years ago when inland navigation was a 
more vital form of transportation than it 


“Here in the United States, blessed with a continent of virgin 
soil, we lived more than 200 years before the water problem 
became generally acute, but we must remember that many 


ancient civilizations disappeared because of the absence or mis- 
management of land and water. The increase of our popula- 
tion, the raising of our living standards, the coming of our 
industrial era, and the increased application of water to land 
have now highlighted the problem until, in much of the nation, 
there is a grave and increasing concern over water resources.” 
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is today, was charged with the responsibil- 
ity of the development of rivers and har- 
bors for navigation, but today, under the 
theory of the protection of navigation, has 
assumed the functions of flood control 
and so has extended its activities upstream 
until in many cases it is in direct conflict 
with the activities of both the Bureau of 
Reclamation and the Department of 
Agriculture. 

The Bureau of Reclamation, originally 
designed to make productive the arid pub- 
lic lands of the West, has extended its 
activities until it is an active public power 
agency and is supplying supplemental wa- 
ter to thousands of acres of privately 
owned land that are far from arid. 

The Department of Agriculture, on the 
theory that water should be conserved and 
stored on the land on which it falls, has 
envisaged for itself a great program of 
small dams and local water controls which 
supplement and in many cases conflict 
with the Engineers’ conception of flood 
control and the Reclamation Bureau’s 
conception of irrigation. 

And into the thinking of all three of 
these agencies is intruded the theory that 
by the generation and marketing of hy- 
droelectric power, revenue may be pro- 
duced which justifies the further exten- 
sions of their programs. 


ihe effect of the water policy deter- 

mined by the federal government goes 
to the heart of our national economy and 
even to our form of government. What 
we do with reference to creating supplies 
of water determines the locations of great 
industries, to many of which a water sup- 
ply is of more importance than either raw 
materials or freight rates. It determines 
the location of population which follows 
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these industries. Our policies with rela- 
tion to water may be a definite part of 
either the advancement or the liquidation 
of substantial areas of our country, espe- 
cially if the federal development contains 
elements of subsidy. 

The control of water means the control 
of the land and people which depend upon 
the water. Hydroelectric power controls 
not only the location of industry, but 
through the rate schedules it establishes 
and the selection of its customers controls 
the economy of the region. 

The concentration of the control of wa- 
ter in the federal government means ulti- 
mately the control of the land, the power, 
and, consequently, the whole economy of 
the region. This of necessity, therefore, 
places large areas of the United States 
under the practical domination of federal 
departments. 


HE President has been keenly aware 

of the vast importance of water in 
our economy. The establishment of a 
sound water policy stands well up the list 
of our numerous domestic problems. 

In his letter appointing the Cabinet 
Committee, which consisted of the Secre- 
tary of the Interior, chairman, the Secre- 
tary of Defense, the Secretary of Agri- 
culture, and as ad hoc members, the Secre- 
taries of Commerce, Health, Education, 
and Welfare, and the Director of the Bu- 
reau of the Budget, the President out- 
lined his view of the problem as follows: 


The conservation and use which we 
make of the water resources of our na- 
tion may in large measure determine 
our future progress and the standards 
of living of our citizens. If we are to 
continue to advance agriculturally and 
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Need for Co-ordinating Water Controls 


“|. . the greatest single weakness in the federal government's activities 
in the field of water resources development is the lack of co-operation 
and co-ordination of the federal agencies with each other and with the 
states and local interests. This has been occasioned by the fact that the 
federal interest in-water resources development has been expressed in 
different laws empowering different agencies to pursue particular pro- 
grams for different purposes. There has been inadequate co-ordination 
of the program of one agency with that of another, and inadequate con- 
sultation with and consideration of the interests of the states, local com- 
munities, and individuals most vitally affected.” 








industrially we must make the best use 
of every drop of water which falls on 
our soil, or which can be extracted 
from the oceans. It is my desire that 
this administration furnish effective 
and resourceful leadership in establish- 
ing national policies and improving the 
administrative organization needed to 
conserve and best utilize the full poten- 
tial of our water resources. 

During the more than a century in 
which the federal government has 
played a vital part in the harnessing and 
development of water resources, our 
policies have been modified repeatedly 
to reflect changing needs and priorities. 
Unfortunately, we have often relied on 
piecemeal or stopgap measures. In oth- 
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er instances the policies covering dif- 
ferent federal agencies concerned with 
similar water resources have been in- 
consistent. Accordingly, it is both fit- 
ting and necessary for us to undertake 
a comprehensive review looking toward 
modernization of federal policies and 
programs in the field of water re- 
sources. We must do this with a full 
realization that the states, communities, 
and private citizens are vitally con- 
cerned with the policies and actions of 
the federal government. 


[ I® then directed the committee to “un- 


dertake an extensive review of all 


aspects of water resources policy” and 
to make its recommendations for the 
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strengthening, clarification, and modern- 
ization of these policies. 


Bene problems are so great and numer- 
ous that the National Conference on 
Water Resources Policy, the American 
Farm Bureau Federation, the National 
Reclamation Association, the Joint Coun- 
cil of Engineers, the Materials Policy 
Commission, and the reports of both of 
the Hoover commissions, and numerous 
recreation and wild-life organizations, 
have made recommendations for pro- 
grams relating to the development and 
conservation of water resources. 

The most interesting thing to me in the 
study of the recommendations of all of 
these great national organizations is not 
how much they differ but how much they 
agree. 

The government has not been idle in 
this field. We have dozens of reports of 
executive agencies and congressional com- 
mittees on various phases of the problem 
of water, and we have within recent years 
the report of the Presidential Water Re- 
sources Policy Commission in 1950, rep- 
resenting three great volumes of a careful 
and detailed study. 

There has been a period of years, now 
largely past, in which the big river-big 
dam conception has dominated our think- 
ing, but no one now familiar with the field 
should minimize the great desirability of 
water conservation on the land, of small 
storage reservoirs, of soil conservation 
and erosion prevention that are within the 
conception of the Small Watershed Act 
of 1954 and which are quite in contrast 
with the big river-big dam concept of the 
preceding period. And, yet, any fair ap- 
praisal of the field must recognize merits 
in both of these conceptions, each in their 


proper place, as a part of a unified whole. 

Everyone who has examined the field 
of federal operations with reference to 
water has been impressed with the di- 
vergent programs of the various federal 
departments and the widely differing 
concepts that have motivated them. This 
is the first time that a committee has 
been established which brought together 
around the council table the three great 
water resources agencies of the federal 
government; that is, the Corps of Engi- 
neers, the Bureau of Reclamation, and 
the Department of Agriculture. 

I have been greatly honored by presid- 
ing over the deliberations of that commit- 
tee, which also has been supplemented on 
an ad hoc basis by the Department of 
Commerce, the Department of Health, 
Education, and Welfare, the Bureau of 
the Budget, the International Joint Com- 
mission, dealing with Canadian relation- 
ships, the Department of Justice, and 
other agencies from time to time. 

This is the first time that these agencies 
have been directed to sit down together 
and to evolve a rational and a practical 
policy, reasonably acceptable to all of the 
potentialities of all of the agencies, wher- 
ever they were best suited to meet the 
practical conditions that arise. 

Many generalities become apparent in 
long extended conferences of that nature. 


Rest. the greatest single weakness in 

the federal government’s activities in 
the field of water resources development 
is the lack of co-operation and co-ordina- 
tion of the federal agencies with each 
other and with the states and local in- 
terests. This has been occasioned by the 
fact that the federal interest in water re- 
sources development has been expressed 
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in different laws empowering different 
agencies to pursue particular programs 
for different purposes. There has been in- 
adequate co-ordination of the program of 
one agency with that of another, and in- 
adequate consultation with and considera- 
tion of the interests of the states, local 
communities, and individuals most vitally 
affected. 


GFcon?: it is not practicable, and cer- 

tainly not desirable, for the federal 
government alone to assume responsibility 
for the complete development of the na- 
tion’s water resources. This reasoning 
stems not only from the practical impos- 
sibility of assuming the financial burdens 
which such a policy would require, but 
also from the fact that such complete fed- 
eral assumption of responsibility would 
tend to create local and regional depend- 
ence upon federal action, to destroy indi- 
vidual and local initiative, to destroy the 
effectiveness of the government of the 
states, and to work a profound and un- 
desirable change in our traditional plan of 
government. Lack of funds and regional 
rivalries have delayed for years many 
meritorious projects in the expectation of 
federal action which has not been forth- 
coming. Such a pattern may be expected 


q 


& 


in the future if complete reliance is placed 
upon federal action. In some instances 
also there have been serious delays in 
badly needed projects because federal 
agencies were reluctant to agree with local 
efforts to proceed. 


oe it is believed that the principle 

of equal contribution for equal bene- 
fits received should be applied to the bene- 
ficiaries of all federal water resources de- 
velopments, although it is recognized that 
historically the programs of the federal 
agencies have differed widely as to the 
contributions required from the bene- 
ficiaries of such projects. 

This is, indeed, a touchy subject, be- 
cause historically we have spent hundreds 
of millions of dollars over the years in the 
development of some types of water pro- 
tection projects in which the contributions 
of people directly benefited from them 
have been rather meager, or have differed 
widely. 

On the other hand, we have developed 
projects for the reclamation of land in the 
West in which the beneficiary of the proj- 
ect has been required to pay to the utmost 
extent of his ability, and we are now em- 
barking under the provisions of the Small 
Watershed Act of Agriculture upon a pro- 


“THE control of water means the control of the land and peo- 
ple which depend upon the water. Hydroelectric power con- 
trols not only the location of industry, but through the rate 


schedules it establishes and the selection of tts customers con- 
trols the economy of the region. The concentration of the con- 
trol of water in the federal government means ultimately the 
control of the land, the power, and, consequently, the whole 
economy of the region. This of necessity, therefore, places 
large areas of the United States under the practical domination 


of federal departments.” 
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gram which permits considerable flexi- 
bility by the Secretary of Agriculture in 
the amount of contributions received from 
the direct beneficiaries. 

Distasteful though it may be to some 
of these groups, it is very difficult to see 
why the direct and identifiable benefici- 
aries of federal activity in the develop- 
ment of water resources should not all pay 
equally in proportion to the benefits they 
receive, whether the land is irrigated, 
whether it is drained, whether the water 
is stored for summer use, or whether it is 
protected from annual floods. In any case, 
simple equality of treatment to those im- 
mediately benefited would seem to indi- 
cate that they should all pay on an equal 
basis. 


| jester and last, we have a great con- 

troversy raging over those persons 
who feel that they have vested water 
rights — property rights — lawfully ac- 
quired under the laws of states, and those 
who believed that the federal government 
has a superior right to all of the water in 
all of the streams of the United States. 

It is possible from an idealistic and 
theoretical standpoint to completely re- 
arrange the government of the United 
States to pick up bureaus here and func- 
tions there and redistribute them into a 
pattern which one believes to be more effi- 
cient. 

But, being realistic, one cannot over- 
look the fact that such major changes 
represent long years of legislative strug- 
gle, with the outcome continuously in 
doubt. 

Therefore, the feeling of the Presi- 
dent’s Advisory Committee has been that 
if the various federal programs them- 
selves could be brought to common under- 
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standing and could proceed upon a fixed 
and uniform pattern, that achievement 
would be as great as it is reasonably pos- 
sible to expect to achieve at the moment. 

Because it is not exclusively a federal 
program it will be condemned as an abne- 
gation of what will be said to be “federal 
responsibility.” On the other hand, be- 
cause it does advocate some continuous 
federal activity in this field, where other 
agencies by reason of physical, financial, 
or legal complications are not able to pro- 
ceed, it will probably be condemned by 
those who would have the federal govern- 
ment cease many of its activities in water 
resources. 

No program can be devised which will 
be satisfactory to the extreme views of 
many of our people. 

The committee has only undertaken to 
do that which it believes is sound, is rea- 
sonable, and is presently practicable. 


N? approach to the problem is possible 
without being confronted immedi- 
ately with the fact that in many cases the 
fundamental and basic physical facts have 
not been available or have been ignored. 

We have cases in which the water sup- 
ply available has been overestimated due 
to lack of adequate scientific information. 
We have a woeful lack of knowledge of 
our underground water supplies, with the 
result that in some cases we are pulling 
down underground water tables 20 times 
as fast as they are being replenished. 

We have cases in which we have built 
water projects dedicated to a single pur- 
pose, only to find that within what should 
have been the foreseeable future other 
uses and demands for the available water 
have proven to be more important than 
the uses devised in the projects. 
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Overcentralization of Water Controls 


oe ee seems little reason why all of the power and authority that 

go with the control of a great universal natural resource like water 
should be concentrated in the city of Washington. If it were so, the 
financial burden would become intolerable. The political power that goes 
with such centralization in itself is a fearful thing, and the lack of local 
control of local resources and situations is greatly regretted. After all is 
said and done, the people who live in the region, who live close to these 
projects, are the ones primarily affected. It ts thetr lives and their children 
and their future economic success which depend upon the wise manage- 

ment of this resource called water.” 
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We have cases in which substantial in- 
terests in water resources have been large- 
ly neglected or ignored for the purpose of 
carrying out a political ideology. 

Many of these arise from our lack of 
fundamental basic data regarding our 
stream flows, our rainfall, our soil condi- 
tions, our hydrology, our meteorology, 
and other elements which control the 
quantity, the usability, and the desirability 
of water uses. 

For that reason, the first section of the 
report elaborates substantially upon the 
absolute necessity of increasing the ap- 
propriations to the scientific agencies for 
the production, correlation, and evaluation 
of basic data. 

We have apparently collected tremen- 
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dous volumes of physical facts, but we 
have not studied and correlated these 
facts into usable form. For example, only 
about one-third of the area of the United 
States and Alaska has been covered with 
adequate topographic maps. We have had 
fat years when appropriations were ade- 
quate to carry forward this program. We 
have had lean years where, under the 
needs of economy, we have curtailed these 
scientific agencies and consequently have 
broken the continuity of our data collec- 
tion, rendering much that has gone before 
unusable. 


HE committee has recommended not 
only increased appropriations for the 
basic data agencies, the Weather Bureau, 
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the Geological Survey, and the data collec- 
tion functions of other agencies, but it has 
recommended that whatever else Congress 
may do, that it adopt a program of con- 
sistency so that the program may be fitted 
to the cloth year after year and consist- 
ently maintained regardless of the magni- 
tude of the program. 

This is unspectacular. There are no 
votes in it, but it is a thing which appears 
of vital importance through the years 
ahead if we are to proceed intelligently. 
This is section one of the report. 


r should next be made clear that there 

is no one “national” water problem; 
that there are dozens of problems; and 
that they differ from state to state and 
from area to area. That a uniform na- 
tional blueprint for water resources de- 
velopment is neither practicable nor de- 
sirable; and that each area must be con- 
sidered in the light of its own present and 
anticipated problems which can only be 
solved by utilizing the best collective 
judgment possible as to what is most 
needed for the river basin, the state, the 
region, and the nation. 

For that reason, much of the time of 
the committee was spent upon the evolu- 
tion of some organizational plan which 
would be adequately localized to give full 
scope to local needs, local initiative, and 
local conceptions, while at the same time 
being certain that it conformed to the 
general national welfare. 

Superficially, we have had some co- 
ordination of activities in the past. Re- 
ports of one agency have been submitted 
to other agencies, to states and local in- 
terests for comment, which would appear 
to have given them a voice in the determi- 
nation of the ultimate plan. But it is be- 


lieved that because of the relatively short 
time permitted for comment by states and 
local groups (usually ninety days), the 
magnitude of the complex reports sub- 
mitted, that too frequently the originating 
agency’s plans, motivated by a single or at 
most a limited objective, have been ap- 
proved without consideration of other 
factors and other water uses necessary to 
full utilization of the resources. 


ck committee felt that no plans can 
ultimately be the most efficient unless 
they have been participated in from the 
beginning by all of the various interested 
groups, and these include the groups in- 
terested in flood control, in irrigation, in 
fish and wild life, in recreation, in pollu- 
tion, in land well-being, and others; and 
that only by sitting around the conference 
table as the plans and projects develop can 
all of these sometimes divergent interests 
be utilized to the maximum. 

For that reason, the committee recom- 
mends that at regional or river basin levels 
water resources committees should be es- 
tablished from time to time for such pur- 
poses and duration as required; that the 
President should appoint a permanent 
nonvoting chairman of each committee; 
that, in so doing, he should give considera- 
tion to individuals proposed by the gov- 
ernors of the participating states ; and that 
the membership of the committees should 
include representatives of each federal de- 
partment having water resources respon- 
sibilities and qualified representatives of 
each of the affected states appointed by 
the governors, all on an equal basis. 

Advisory participation by the Federal 
Power Commission and the Department 
of Justice on specific problems is recom- 
mended. The total number of either fed- 
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eral or state representatives is not re- 
garded as material. 


_ conflicts should be resolved by co- 

operation and not by voting strength, 
and both the federal departments and the 
states should recognize that permanent 
personnel is necessary to successful devel- 
opment of water projects. These water re- 
sources committees should be the principal 
and continuing medium through which 
the various departments, state and fed- 
eral, co-ordinate resources planning and 
development activities. The committee 
should serve as the mechanism through 
which the several agencies would prepare 
and publish joint plans for water re- 
sources development, and each committee 
should prepare and keep up to date a com- 
prehensive plan which will best serve the 
region and the nation in the development 
of water resources, giving effect to all of 
the various interests which may be con- 
cerned. 

The chairman of these local resource 
committees should at all times be guided 
by the policies and procedures of the 
President and should be responsible in 
general to the Co-ordinator of Water Re- 
sources, to which I will come in a moment. 

As an intermediate step we suggest that 
there be made more permanent the Inter- 


e 


Agency Committee on Water Resources, 
which consists of a representative of each 
and all of the affected departments having 
an interest in water, the representatives 
being of not less than assistant secretarial 
rank to whom local disagreements over 
the importance of water resources may be 
referred by the local committees in the 
event of disagreement. 


_ next step in the planning pro- 
cedure is the committee’s suggestion 
that there should be established in the Ex- 
ecutive Office of the President an office of 
Co-ordinator of Water Resources. The 
committee feels that the water problem is 
of sufficient importance to warrant defi- 
nite presidential interest and guidance. 

It is suggested that this official be the 
permanent chairman of the Inter-Agency 
Committee; that he co-operate with the 
Bureau of the Budget and the Council of 
Economic Advisers; and that he set forth 
the criteria by which these projects may 
be judged, as well as working on long- 
range programs of water development. 

The appointment by the President of 
an officer specifically charged with re- 
sponsibilities in the field of water re- 
sources development will give stature to 
a field that badly needs unification and 
guidance. 


primarily of national significance, with only incidental direct 


q “Ir water resources projects generated benefits that were all 


benefits to particular individuals and communities, then per- 
haps the co-operative principle of cost sharing might not be 
appropriate, but this is not generally the case. Will any of us 
dispute the fact that the major share of the direct benefits of 
these projects accrues to particular individuals and particular 
communities and that a substantial portion of the indirect 
benefits accrues to particular areas? 
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The next section of the report deals 
with a matter about which the United 
States Chamber of Commerce and most 
of the large organizations which have 
studied the water problem have recom- 
mended, the appointment by the President 
of a board of review through whose hands 
the plans for these projects should pass. 

It is recommended that this board be 
chosen from leading engineers, econo- 
mists, and other experts in the resources 
field who have had no connection with 
the planning of the projects submitted to 
them and who can have no personal in- 
terest in the construction of the projects 
or what agency may be designated to build 
them. 

It is felt that this board should evaluate, 
in the light of policy enacted by Congress 
and criteria established by the Co-ordi- 
nator of Water Resources, all the water 
resources reports proposing federal par- 
ticipation, whether as builder or contribu- 
tor. The resolutions of the National Con- 
ference on Water Resources Policy and 
many others recommending the creation 
of such an impartial board of review have 
been based upon the same general thinking 
already discussed ; that is, to get the view- 
point of someone who is a little apart 
from the proposals of any particular 
agency. 


HE next section (4) deals with the 

problem of water rights. The legal 
problems that grow out of water re- 
sources development are numerous and 
complex, from the riparian rights theory 
of many of the eastern states, now modi- 
fied somewhat, to the appropriation theory 
of the western states, on over to the theory 
of federal control of waters. These create 
legal complications as yet unsolved. 


The committee is much impressed with 
the belief of the landowners of the coun- 
try that they have property rights in the 
waters adjacent or used on their lands, 
and in many cases those property rights - 
are as valuable as the land itself, because 
without them the land is worthless. The 
report says, and I quote: 


The principles which recognize water 
rights as property rights should be ac- 
cepted. Determinations as to the dis- 
position of water should recognize such 
rights. 


HESE are fundamental statements, but 

the committee goes further and rec- 
ommends that there be a joint federal- 
state study of this problem of water rights 
to determine the relationship between the 
establishment of property rights to water 
and the economic and social development 
of the nation as it is projected into the 
future. It is believed that from such a 
study the rights of the respective parties 
may be clarified, and that as an outgrowth 
of it, legislation may be possible, regard- 
less of the party in power, which will 
clarify this subject about which there is 
so much contention. 

The committee recommends that the 
use of underground water is so closely re- 
lated to surface land titles that regulations 
relating to it should remain a matter of 
state concern, but it points out definitely 
that the states in most cases have not 
taken any action with relation to under- 
ground waters; that there are excessive 
draw downs in many places which will 
ultimately restrict agricultural and indus- 
trial growth; and that in other cases there 
are vast reservoirs of underground waters 
which might be put to better use if appro- 
priate permission were given. 
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Big Dams versus Little Dams 


eh iene has been a period of years, 

now largely past, in which the big 
river-big dam conception has dominated 
our thinking, but no one now familiar 
with the field should minimize the great 
desirability of water conservation on the 
land, of small storage reservoirs, of soil 
conservation and erosion prevention that 
are within the conception of the Small 
Watershed Act of 1954 and which are 
quite in contrast with the big river-big 
dam concept of the preceding period. And, 
yet, any fair appraisal of the field must 
recognize merits in both of these concep- 
tions, each in their proper place, as part of 
a unified whole.” 
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The committee also believes that every 
encouragement should be given to the 
formation of interstate compacts, and that 
matters so adjusted between the states and 
local people may be done more fairly than 
is possible by legislation, no matter how 
wise. 


i the next section (5) the committee 

makes a recommendation against any 
federal attempt on a nation-wide basis to 
dictate priorities in water use, pointing 
out that the importance of the various 
needs differ so widely from area to area, 
and in some cases from state to state, that 
no uniform pattern can or should be 
evolved if we are to make the maximum 
beneficial use of available water supplies. 

The next section (6) deals with the 
evaluation of water resources projects. 


MARCH 15, 1956 


The matter of the evaluation of these 
projects is largely a technical matter, and 
I doubt the advisability of discussing it in 
this form of communication, but let me 
state that the committee feels that there 
has been far too wide a discrepancy 
among the federal agencies in their meth- 
ods of evaluation; that, quite naturally, in 
many cases they have adopted an opti- 
mistic view; and that projects evaluated 
by one agency would not meet adequate 
standards under the methods of another, 
and vice versa. 

The committee recommends that all 
costs be set up in the evaluation procedure 
except those of general investigation, 
which should at least be pointed out; that 
in the relative comparison of the merits of 
projects built between agencies or states 
or private individuals, to achieve com- 
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parable figures of any value, interest and 
taxes must be taken into account. 


.’ recommends that the evaluation pe- 
riod be the economic life of the project 
or not longer than fifty years. Whatever 
arguments may be made to the effect that 
the life of a project may be much more 
than fifty years, and that its benefits will 
extend far beyond that date, may appro- 
priately be set forth in a supplement to the 
report but can hardly be considered as a 
basic justification of the project in view 
of what the committee believes to be the 
impossibility of prognostication of the 
value of any project more than fifty years 
from now. We need only to look at the 
tremendous advances in agricultural pro- 
duction or the advances in the field of 
atomic energy which have occurred within 
our lifetime to make us. feel insecure in 
prophecies beyond a 50-year period. 

The committee is reluctant to recom- 
mend the use of secondary benefits as a 
primary justification for projects. There 
is no question that tremendous secondary 
benefits flow from many water resources 
projects; that sizable towns and cities have 
arisen which enhance the national welfare 
and which will contribute greatly in in- 
creased income taxes, and so on. On the 
other hand, in many cases similar second- 
ary benefits would arise from the expendi- 
ture of equal sums of money in completely 
different federal activities, and the com- 
mittee feels, therefore, that while it is ap- 
propriate that estimated secondary bene- 
fits be shown in the report, they not be 
used as a primary benefit to enhance the 
pay-out of a project, recognizing fully, 
however, that in many cases they will do 
so and that individual projects must be 
considered on their merits. 


HE next section (7) goes to the au- 

thorization of projects, and much 
may be said on that point. The Corps of 
Engineers cannot even investigate a proj- 
ect without congressional authorization. 
The Interior Department has authority, 
under some circumstances, to authorize 
its own projects, a practice which the 
present administration has refused to do. 
Agriculture, under the Watershed acts, 
has authority of self-authorization, sub- 
ject to congressional disapproval. The 
committee recommends that all of these 
be unified, and that none of the agencies 
proceed without congressional authoriza- 
tion. 

This brings me to the last section on 
participation in costs—a section about 
which there will be much disagreement. 
If water resources projects generated 
benefits that were all primarily of national 
significance, with only incidental direct 
benefits to particular individuals and com- 
munities, then perhaps the co-operative 
principle of cost sharing might not be ap- 
propriate, but this is not generally the 
case. Will any of us dispute the fact that 


‘the major share of the direct benefits of 


these projects accrues to particular indi- 
viduals and particular communities and 
that a substantial portion of the indirect 
benefits accrues to particular areas? Many 
of them, of course, have a long-run bene- 
fit to the total economy of the nation 
which provides justification for the fed- 
eral government’s bearing some share of 
the cost. 


So en principle of cost sharing ought 
not be limited to projects constructed 
by the federal government. It should also 
apply to projects constructed by non- 
federal interests. The committee states its 
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belief that when the states and their 
agencies construct projects contributing 
to federal functions or which protect fed- 
eral interests, the federal government 
should pay those costs just the same as the 
reverse is true when the federal govern- 
ment constructs the project. 

Here again is a field in which it is not 
possible to lay down mathematical for- 
mulae. The committee states that identi- 
fiable beneficiaries should pay an appro- 
priate share of the cost of the projects. In 
most cases it would facilitate the construc- 
tion of the projects if they paid more than 
they now do. The committee also suggests 
that substantial portions of the nonfederal 
share might be appropriately collected on 
the basis of equitable assessment, spread 
over the area in which these benefits 
occur, and that in any event responsibility 
for sharing the cost of maintenance and 
operation of federal projects should be 
shared by the beneficiaries of the projects. 

The committee believes that the cost of 
providing vendible products in these re- 
sources developments should be repaid in 
full by the sale of the products or services, 
and that all of the federal agencies should 
adopt a uniform approach to cost sharing, 
so that the division of the costs between 


q 
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the federal interests and nonfederal in- 
terests will be uniform and, therefore, not 
permit project sponsors to go “shopping 
around” among federal agencies. The 
committee deals specifically with particu- 
lar problems in the field of cost sharing, 
which cannot be covered here. 


6 Reson are numerous special problems 
which simply do not fit into a uni- 
form pattern. One of these is the use of 
electric revenues from federal hydro- 
electric projects to pay a part of the cost 
of reclamation of adjacent land. This 
theory is well recognized by numerous 
precedents over a long period of years. 
Admittedly, the reclamation and utili- 
zation of land—providing homes, a means 
of livelihood, and a stable type of living— 
are highly desirable national objectives. 
Admittedly, also, the use of power reve- 
nues for the reclamation of land offers 
possibility of its extension to an undue 
point. It should be pointed out that the 
utilization of excess revenues from hydro- 
electric projects for the development of 
other projects which are in no way re- 
lated to the project from which the reve- 
nues come, boils down to being merely the 
operation of a business by the government 


“Tr is estimated that the average urban dweller uses more 
than 145 gallons of water per day, and if you include the 
water uses that go into the manufacture of the things he eats 


and wears and uses, his individual needs climb to some 1,200 
gallons per day. New industrial uses, air conditioning and 
kindred uses, bid fair to double that requirement in the next 
twenty years. The financial problems are of equal magnitude. 
No one has been able to estimate the total financial require- 
ments necessary to meet the various water problems in the 
years ahead. It will suffice to say that they involve billions of 
dollars between the various levels of government.” 
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WHAT DOES THE REPORT ON WATER RESOURCES POLICY MEAN? 


to make a profit, to have some money 
with which to do something else. 

Thus stated, there are probably few 
people who would endorse the principle. 
Stated the other way, however, the land 
and the power generated by falling water 
in a river valley are closely related. We 
are merely giving the water a double duty, 
that of irrigating the land and, in the 
course of its flowing to the land, of getting 
revenues which help pay the over-all cost. 
Stated that way, few people will object. 

The committee has in substance pointed 
this out and contents itself merely with 
calling attention to the point to which we 
could be led by the unwarranted extension 
of the theory. 

For the same reason and because of the 
vast national benefits which accrue to the 
economic life of the nation, the commit- 
tee has recommended that the provision 
of interest-free money for irrigation be 
continued, limiting it, of course, to the 
family-sized farm, but suggesting that we 
need a new definition of that elusive term. 


HE committee closes its report by 

recommending federal participation 
in nonfederal projects built by the states 
and their agencies. There are many cases 
in which a relatively small federal pay- 
ment, proportioned to the federal bene- 
fits received, will enable the states and 
their agencies to construct equally meri- 
torious projects. We must remember that 
throughout the country there are many 
state and local public agencies which 
through sound operation have established 
credit ratings that enable them to borrow 
money and finance projects substantially 
as cheaply, and in some cases fully as 
cheaply, as the federal government itself. 


There seems little reason why all of the 
power and authority that go with the con- 
trol of a great universal natural resource 
like water should be concentrated in the 
city of Washington. If it were so, the 
financial burden would become intolerable. 
The political power that goes with such 
centralization in itself is a fearful thing, 
and the lack of local control of local re- 
sources and situations is greatly regretted. 

After all is said and done, the people 
who live in the region, who live close to 
these projects, are the ones primarily af- 
fected. It is their lives and their children 
and their future economic success which 
depend upon the wise management of this 
resource called water. The more plainly, 
therefore, their voice may be heard, so 
long as it is not inimical to the national 
interests, the more contented people and 
the better government we will have. 


| piped Eisenhower expressed it well 

in a campaign speech in which he said 
that these resources might much better be 
controlled by the people who live near 
them and depend on them than by any 
long-haired bureaucrat behind a desk in 
Washington. 

This report is in keeping with that gen- 
eral philosophy. 

I should repeat that no report can gain 
universal acceptance because of the great- 
ly conflicting interests of various groups 
of our people, but we have made progress, 
at least, in bringing together on a some- 
what uniform basis the federal activities. 
We believe this is a great step forward. 
We believe it is the most presently prac- 
ticable step. There are doubtless many 
more to be taken before we achieve our 
goal of maximum utilization. 
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The Coming Battle of 
The “Loophole” 


ewe broad probe of lobbying for cam- 
paign contributions, which a special 
bipartisan Senate committee is about to 
start, may produce some fresh difficulties 
for the oil- and gas-producing industry. 
Opponents of the vetoed Harris-Fulbright 
Bill, to exempt gas producers from FPC 
control, are still nursing grudges to some 
extent. They are grumbling over the way 
in which proponents of the bill rode 
roughshod over proposed amendments, 
even small amendments of doubtful con- 
troversy. 

There is danger that this resentment 
may take the form of growing support for 
the proposal of Senator Williams (Repub- 
lican, Delaware) to abolish the 273 per 
cent depletion allowance given in deter- 
mining depreciation deductions for oil and 
gas well income taxes. If the Senate lobby 
committee should turn up any more “ques- 
tionable” contributions, the retaliatory tax 
reform movement might grow. 

If this happened, of course, it would be 
anything but protection for the ultimate 
gas consumer. And any tampering with 
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Washington and 


the Utilities 


the depletion allowance could result in just 
such increases in the rates of the ultimate 
consumers. It would mean production cost 
increases, which would have to be passed 
along by the pipelines to the distributors 
in the price of gas supply, and that would 
inevitably mean an increase in the retail 
rates, 

The lowering or elimination of the de- 
pletion allowance on gas and oil produc- 
tion taxes might also be only a first step 
to further “tax reforms” which would af- 
fect the pipeline and distributing com- 
panies directly. These companies now have 
the advantage of §167 of the Internal 
Revenue Code, permitting alternative 
forms of accelerated depreciation for pur- 
poses of tax deductions. If the depletion 
allowance is a “loophole” today, the fast 
depreciation might very well be viewed as 
a loophole tomorrow. 


HE ultimate gas consumer is com- 

pletely without regulatory protection 
from rate increases which would result 
from higher production costs due to elim- 
inating the gas-oil depletion tax allow- 
ance. Under prevailing laws and decisions, 
such increased operating costs, reflected 





WASHINGTON AND THE UTILITIES 


in the price of gas at wholesale, would 
have to be passed on by the regulatory 
authorities in the form of higher rates for 
the pipelines and distributing utilities. The 
commissions could not interfere with or 
deny the fact of tax liability, which would 
be the basis of such chain-effect rate 
increases. 

The distributors as well as the pipelines 
have a real common ground with the pro- 
ducers on this depletion allowance ques- 
tion. Even the regulatory commissions 
have acommon ground with the producers 
on this point. To yield to any temptation 
of “reprisal,” simply for purposes of get- 
ting even on the score of ill-advised pro- 
ducer publicity (to the effect that the 
commissioners were not doing their job of 
regulating and that the distributors were 
gouging the customers), could become a 
case of cutting off the nose to spite the 
face. 

The distributors and regulatory com- 
missions do not have much common 
ground with those seeking to “punish” the 
oil and gas producers by abolishing the 
depletion allowance. Much of the real 
sentiment for these “reforms” comes from 
the “‘soak-the-rich” school of social tax re- 
form. The latter is not concerned with the 
question of whether production will re- 
main profitable enough to assure adequate 
discoveries of future supply to meet rising 
consumer demand. If anything, they are 
likely to be more closely identified with 
public power or public ownership groups, 
who would be only too glad to use any 
default in the operation of privately 
owned utility agencies to demand or sug- 
gest public operation as the only way to in- 
sure continued public service. 


» 
Strengthening the Lobby Act 


ns of who spent how much 
money for what purpose, the after- 


math of lobby. investigations growing 
out of the gas bill fiasco is not going to 
help the gas or any other business—as far 
as public relations are concerned. The 
chances are that the special bipartisan 
committee to be named by the Senate will 
be more likely to keep the probe within 
reasonable bounds than the somewhat 
partisan Senate Subcommittee on Elec- 
tions. Even so, public utility organizations 
are always likely targets when any gen- 
eral lobby investigation breaks loose. 

The gas distributors as a group, by end- 
ing up on the consumer side of the argu- 
ment, are in a better position than the pro- 
ducers. The electric utilities, which have 
operated an open lobby in Washington in 
recent years, can stand an inspection. They 
may get it. But certain other businesses 
and industrial groups, which have not 
been so careful about lobby activity re- 
porting (including labor and _ leftish 
groups), could be shown in an unfavor- 
able light. Result could be renewed de- 
mand for another, tighter lobby control 
law. 


———— of the federal lobbying 
act of 1946 is fairly certain to be one 
result of the $2,500 campaign contribution 
disclosure by Senator Francis Case (Re- 
publican, South Dakota) in connection 
with the natural gas bill. The 1946 act was 
the first regulatory measure of general ap- 
plication to lobbying. It provided for re- 
porting money collected and spent to in- 
fluence congressional action “directly or 
indirectly.” 

Effectiveness of the act was questioned 
in 1950 by a special House committee. De- 
claring that lobbying was “a billion-dollar 
industry,” the committee recommended a 
watchdog setup to police the act’s adminis- 
tration. The proposal was not acted upon. 
Besides obvious loopholes, the act has been 
further weakened by court decisions. In 
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March, 1952, the National Association of 
Manufacturers which had refused to reg- 
ister, was granted a permanent injunction 
against prosecution. 

A year later the high court reversed a 
contempt eviction of Dr. Edward A. 
Rumely for refusing to tell a House in- 
vestigating committee the names of the 
persons who financed his Committee for 
Constitutional Government. 


. reporting of certain lobbying ex- 
penditures that it was supposed was 
required by the act has been eliminated 
by court decision also. Need of a complete 
revision has been apparent ; but when Sen- 
ator John F. Kennedy (Democrat, Massa- 
chusetts) introduced such a bill in the last 
session it got little attention. 


¥ 


Hell’s Canyon Chances Dim 


© we possibly unexpected result of the 
gas bill veto was the adverse effect 
on the “great give-away” issue which ad- 
ministration critics have been building up 
against its public power policy. Among 
other things, the administration’s compe- 
tition was preparing to go to the country 
next fall on a national lgvel, raking over 
the Dixon-Yates controversy and pointing 
to private power company licenses issued 
by the FPC for developments on the 
Snake river as evidence of collusion be- 
tween the administration and the power 
industry. 

But with President Eisenhower emerg- 
ing as the champion of consumer interests 
against the activity of the Democratic 
Congress in passing the Harris-Fulbright 
Bill, the give-away issue has lost a good 
deal of its shine at the national level. Ef- 
forts within the congressional Joint 
Atomic Committee to embarrass the ad- 
ministration by having the Senate appoint 
special counsel to represent the govern- 
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ment in the Dixon-Yates court of claims 
case have been stymied. 

Efforts to get bills authorizing a big fed- 
eral dam at Hell’s Canyon have likewise 
bogged down in both the Senate and 
House Interior committees. A bill to au- 
thorize the mammoth federal structure 
has cleared irrigation and reclamation sub- 
committees of both houses. But the full 
Senate Interior and Insular Affairs Com- 
mittee has yet to act on the bill. Sitting on 
the committee are eight Democrats and 
seven Republicans. Democrats for the bill 
include the chairman, Murray of Mon- 
tana, Jackson of Washington, and Neu- 
berger of Oregon. All Republicans are 
against. Also opposed is Long of Louisi- 
ana, with Anderson of New Mexico un- 
decided and apparently unenthusiastic. 


aang have had hopes of getting 
it through the House Interior and In- 
sular Affairs Committee. Representative 
Pfost (Democrat, Idaho), a member of 
the committee, insists that they “will work 
toward passage of the bill at this session.” 
But the outlook seems futile. A recent poll 
of the committee membership showed that 
the bill was behind, thanks to several 
Democratic votes of opposition. Repre- 
sentatives Shuford (Democrat, North 
Carolina) and Haley (Democrat, Flori- 
da) are vigorously opposed to public own- 
ership development under such circum- 
stances where a private company already 
is going ahead with the development. 

Representative Haley goes further and 
favors giving the power company a “fast” 
tax write-off on its first two of three dams. 
“We've given this advantage to other in- 
dustries,” he says. “The officials of the 
company must be alarmed about possibili- 
ties of atomic power being developed 
cheaply. They should have this tax advan- 
tage for going ahead now with hydro- 
electric dams.” 





Financial News 
and Comment 


By OWEN ELY 


A New Calendar for 
Utility Financing 
HE public utility department of the 
Irving Trust Company at 1 Wall 
Street, New York city, headed by Vice 
President John F. Childs, has developed 
an elaborate new calendar for scheduled 
future utility financing. It is based on 
data which are regularly received from 
about 99 per cent of the electric utilities 
(excluding very small companies) and 82 
per cent of the gas utilities. Miss Marjorie 
H. Cruthers is in immediate charge of the 
program, which will supplement the regu- 
lar monthly bulletins on utility security 
offerings which have been compiled and 
distributed for some years. In its “Ex- 
planatory Notes,” the Irving Trust makes 
the following observations (which we 
summarize) : 
Proper timing of a new offering is very 
important if the utility wishes to secure 
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the best price for the security. If new is- 
sues are concentrated in a particular month 
they compete more heavily for the invest- 
ment funds then available. Since these 
funds accumulate at a reasonably steady 
rate throughout the year, there may be 
surplus funds available during certain 
months when there are a smaller number 
of offerings. 

The same argument applies to the un- 
derwriting house, whose available capital 
for use in handling new issues is limited 
under Stock Exchange rules. If new offer- 
ings can be more evenly spaced, issuing 
companies will not have to compete so 
much for the attention of underwriters, 
whose staffs are also badly overworked 
when a number of issues are “bunched.” 
There is a market factor in that better 
timing may reduce the risk that a particu- 
lar issue is “in the shadow of” an offering 
which has been poorly received by in- 
vestors. 


HERE has been a tendency, the bank 

points out, for utility companies to 
concentrate their financing in the months 
of March, April, May, and June and again 
during September-October. (See chart, 
page 405.) But there is no special neces- 
sity for any seasonal pattern with the one 
exception that insurance companies close 
their books December 15th, and are out 
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of the market in the latter half of that 
month. There were practically no utility 
offerings to the public in January this year 
—possibly because of the fact that insti- 
tutional funds were being earmarked for 
the $600,000,000 Ford Motors stock of- 
fering. 

There is a warranted weekly pattern for 
offerings, however. Friday is a bad day for 
competitive bidding since it means that the 
successful underwriters may have to carry 
their underwriting commitment over the 
week end. Monday morning is also a poor 
spot for stock offerings since it affords 
very little time for holding price meetings 
after the opening of the stock market. 

The Irving Trust has agreed to act as 
a “clearing house” on the dates set for due 
diligence meetings. In the past, setting the 
time for these meetings has been a hit-or- 
miss procedure, with the result that three 
meetings were recently scheduled for the 
same hour and the same day. Obviously, 


a full attendance by analysts could not be 
expected at all three meetings. After the 
companies had been advised of the con- 
flict by the Irving Trust, one of them 
changed the hour for its meeting. 


HE new service was started experi- 

mentally last August and is being 
gradually developed and improved. The 
American Gas Association and the Invest- 
ment Bankers Association have now de- 
cided to discontinue their own plans for 
publishing financing calendars, to avoid 
duplication. The new calendar is con- 
tained in a convenient ring binder with 
explanatory index tabs. Under “New 
Money Requirements” the 1955-56 con- 
struction programs for each utility are re- 
lated to the financing programs. 

The Irving Trust Company is compil- 
ing its calendar on a flexible basis, since 
it has realized that changes in market con- 
ditions and in company plans will always 
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result in changes of schedule. Neverthe- 
less, it is felt that even a tentative list 
covering a period of twelve months ahead 
will be of value to the companies them- 
selves, as well as to the financial commu- 
nity, in preventing financial log jams. 

The bank has devised an “information 
sheet” which each company is asked to re- 
turn once a month. Data are also obtained 
from other sources such as annual and 
interim reports, press releases, addresses 
before analysts’ societies, due diligence 
meetings, etc. Since utility issues compete 
for funds with other offerings of all kinds, 
the service lists the larger future issues of 
industrial, rail, municipal, and U. S. gov- 
ernment issues. This information will be 
obtained principally from underwriting 
houses and published sources. 


Or the basis of the data thus compiled, 

a revised “financing calendar” is fur- 
nished to utility companies and others 
monthly, accompanied by a chart showing 
total financing by months for 1954-55, 
and to date for 1956. The service also 
includes a table of “new-money require- 
ments” for all electric and gas utilities 
with assets of over $35,000,000, which is 
presently being released in June and De- 
cember. 

John Childs anticipates that the electric 
utilities will do nearly $1.5 billion new- 
money financing this year or slightly less 
than half the $3.1 billion projected con- 
struction program. The gas companies 
last year did about $772,000,000 financ- 
ing and are expected to do about $100,- 
000,000 more this year. 

The Irving Trust calendar covering the 
next twelve months is divided into two 
parts, the first covering financing which 
can only be assigned by quarters—together 
with some issues expected this year, but 
for which there is no timing. Table I pro- 
vides a tabulation by days, weeks, and 
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months from March, 1956, through Feb- 
ruary, 1957. (There are very few issues 
definitely scheduled beyond September. ) 
The calendar gives the rating in the case 
of bond issues and indicates, so far as 
known, whether each issue will be com- 
petitive, negotiated, or private, whether 
it is a refunding operation, whether rights 
are being issued, etc. The accompanying 
table was prepared from this source. 

The new financing calendar and the 
“watching service” with respect to meet- 
ings should be of great service both to 
the utility fraternity and to Wall Street 
underwriting houses. 

* 
Big Generators Near Coal 
Mines Cut Power 
Costs Sharply 

I" the future planning of utility growth, 

competition may remain keen among 
new “fossil fuel’ burning plants, hydro 
projects, and atomic reactors. The num- 
ber of pounds of coal needed to produce 


& 


one kilowatt-hour (station coal rate) has 
dropped very sharply since 1949; in con- 
trast with the period 1933-48 there was 
relatively little gain because few new 
plants were constructed. Following are 
some figures derived from General Elec- 
tric data: 


Number of Pounds of Coal to 
Produce 1 KWH 

U.S. Average GE Best Unit* 
1903 3.6 
1910 2 
1920 
1930 
1940 
1950 
1957 


*12,500 Btu coal. 


1. 
1. 
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Much of the recent increase in efficiency 
has been due to the increased size of turbo- 
generators, as well as higher steam pres- 
sures and temperatures. In 1946 the aver- 
age size of large General Electric units 
shipped averaged only about 33,000 kilo- 
watts; by 1950 this had moved up to 72,- 
000 kilowatts and last year the average 
figure was around 137,000 kilowatts. The 


1956 SCHEDULED UTILITY ISSUES—NEW MONEY (MILLIONS) 
Electric and Gas Utilities with Assets of over $35,000,000 


Bonds 


Scheduled by Months: 

January $138 
February 116 
116 

82 

110 

18 

20 

60 

50 
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Preferred Common 
Stock Stock Total 


$ 6 $15 $159 
68 19 203 
31 36 183 
21 20 123 
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$489 
$141 
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electric utilities now have five generators 
with name-plate ratings of 300,000 kilo- 
watts or over on order ; Consolidated Edi- 
son has ordered two 335,000-kilowatt 
units for installation in 1958-59. 

In 1950 there were only two plants in 
the United States which could produce 
one kilowatt-hour for less than 10,000 
Btu, and the U. S. average approximated 
14,000; while in 1954 there were 29 such 
plants and 12,200 Btu produced a kilo- 
watt-hour. Unfortunately, the price of 
coal has nearly doubled since 1938, more 
than offsetting the increase in efficiency 
since that year. 


How the coal industry has also 
been trying to hold down the price of 
coal despite the upward trend of labor 
costs. Mine mechanization has been pushed 
almost to an extreme by Joy Manufactur- 
ing, whose extensible belt conveyor, joined 
to the continuous miner, extends 1,000 
feet to permit an uninterrupted flow of 
coal from mine chamber to the main haul- 
age conveyor. Average coal production per 
man per day has doubled since 1940— 
from five tons to 10 tons—and further 
production gains are expected. For use in 
strip mining, Pittsburgh Consolidation 
Coal has built a power shovel that can lift 
enough dirt in one bite to fill two rail 
hopper cars. 

While the coal industry has not had 
much luck in persuading the railroads to 
reduce freight rates, this difficulty is be- 
ing met by building generating plants near 
the coal mines in Ohio, Virginia, West 
Virginia, and Alabama. A 100-mile pipe- 
line to move powdered coal in solution 
(“sludge’’) is being constructed in Ohio, 
which is expected to deliver over a mil- 
lion tons of coal a year. 

Last August Reynolds Metals Com- 
pany announced plans for a big aluminum 
plant in the Ohio river valley, with a 300,- 
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000-kilowatt station, using its own near- 
by coal deposits. Kaiser Aluminum an- 
nounced early in December that it would 
build a $120,000,000 aluminum reduction 
plant near Ravenswood, West Virginia, 
with power from a subsidiary of Ameri- 
can Gas & Electric, which will obtain its 
coal supply via a 50-mile conveyor belt 
from strip mines. More recently, Olin 
Mathieson Chemical, in co-operation with 
American Gas & Electric and Pittsburgh 
Consolidation Coal, announced plans for 
a similar project near Clarington, Ohio. 
A third major aluminum plant is expected 
to move to the area later, according to 
The New York Times. American Gas & 
Electric recently announced a plan to build 
a $55,000,000 steam-generating plant at 
Carbo, Virginia. President Sporn believes 
that there will be further developments in 
the Ohio river valley with aluminum, 
electrochemical, and electrometallurgical 
operations which require large amounts 
of electric power. 


esate the aluminum companies 
had sought cheap hydro power at Ni- 
agara Falls, in Texas with cheap natural 
gas as boiler fuel, and with government- 
subsidized hydro in the Pacific Northwest. 
But Phillip Sporn of American Gas & 
Electric has now been able to prove to 
aluminum producers that, with gas prices 
rising and the best hydro sites already de- 
veloped, coal when obtainable near navi- 
gable water is still an ideal source of 
power. The new aluminum plants will en- 
joy a dependable fuel source good for fifty 
to one hundred years—while hydro power 
in the Northwest is subject to weather 
conditions. 

A spokesman for American Gas & Elec- 
tric is said to have placed the final cost 
of power to the Kaiser plant at only about 
4 mills per kilowatt-hour, to be delivered 

(Continued, page 407) 
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* Covers companies included in the calendor with assets over $35,000,000. 
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Company Analyses Firm Pages Issued 
American & Foreign Power WVieSenei Er NSO. ..icccisiccasccccces Jan. 
American Water Works WV SC SARI MNGO, 55 b655.dsmacseseeeee Dec. 
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Commonwealth Edison Argus Research Corporation Nov. 
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TC 2 2: er ee ney te Argus Research Corporation Jan. 
Delaware P. & L Goodbody & Co. Dec. 
Detroit Edison Argus _— Corporation Nov. 
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Middle South Utilities Argus Research Corporation Nov. 
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Southern Company Thomson & McKinnon 
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Utility Company Common Stocks 
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Attractive Kidder, Peabody & Co. ...........0.05: Nov. 
Utilities Stocks for Yield and Some 

ec UNO g Ca, Cae ee Nov. 


Appreciation : 
Electric Utilities James 71. Oliphant *@ Go. ..6606005000 Nov. 


Public Utility Common Stocks me: WW, Pressoricts et GO, ..csssssceess ss Dec. 
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*Similar lists appeared in the November 10, August 18, May 12, and February 3, 1955, issues; also in 
earlier years. 


MARCH 15, 1956 A06 





FINANCIAL NEWS AND COMMENT 


under a 30-year contract with two 5-year 
options. It is true that power for indus- 
trial use in the Pacific Northwest can be 
obtained at around 2-24 mills, but taking 
into account the freight cost of transmit- 
ting finished goods to the East, it is 
claimed that the new steam plants in the 
Ohio river valley can compete with this 
kilowatt-hour cost. 

Regarding future competition between 
coal-burning plants and atomic reactors, it 
should be kept in mind that choice sites 
for fuel-burning power plants near coal 
mines and close to a plentiful water sup- 
ply, may be almost as scarce as good hydro 
sites. Until electricity can be transmitted 
over longer distances economically the 
power plants in the Ohio river valley will 
be principally useful for specialized indus- 
trial projects. It will still be necessary to 
build many new generating plants in spots 
where they can serve big residential areas. 
For these plants, even with big generators, 
costs per kilowatt-hour may still remain 
around 6-10 mills, depending on fuel costs 
and load factors. In these areas the atomic 


reactor, with estimated power costs of 
about 74 to 9 mills (excluding nonrecur- 
ring research costs) may be able to com- 
pete with the “fossil fuel” plants. This 
assumes, of course, that the estimates of 
operating costs made by Commonwealth 
Edison and Consolidated Edison for their 
atomic projects are not too wide of the 
mark. 


| panna is, however, being made with 
long-distance transmission of power, 
with American Gas & Electric leading the 
way. A recent Reader’s Digest story, en- 
titled “The Romance of the High Line” 
pointed out that a 337,000-volt line now 
runs 477 miles from the West Virginia 
coal region through Ohio and Indiana to- 
ward Chicago. This transportation of elec- 
tricity is equivalent to hauling coal at the 
rate of five tons a minute over this dis- 
tance. It may be that coal will win out 
after all, in the United States at least, if it 
can be burned at the mine—moving the 
electricity to market, instead of the coal 
from the mine. 


DATA ON ELECTRIC UTILITY STOCKS 


2/22/56 
Price Div. 
About Rate 
American Gas & Elec. .... 53 
Arizona Pub. Serv. ....... 23 
Arkansas Mo. Power .... 23 
Atlantic City Elec. ........ 29 
Baltimore G. & E. ........ 
Bangor Hydro-Elec. ...... 
—Black-Fitlls.P.& L.......- 
Boston Edison i 


Calif. Oreg. Power 

Galift. Pacific WHE ...6.00 
GCarounal, C by c1sss6 see 
Cent. Hudson G. & E. .... 
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Cent. Ill. P. S. 

Cent. Louisiana Elec 

Cent. Maine Power 
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Cent. Vt. P. S. 

Cincinnati G. & E. ........ 
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é 79 28 
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: 64 32 
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70 40 
67 33 
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os 1 2/22/56 , Cur- Share Earnings* Price- Divi- Common 
(Continued) Price D rent Cur. % In- 12 Mos. Earns. dend Stock 
About Yield Period crease Ended Ratio Pay-out Equity 


30 Dec. 15.7 
— Sept. 18.4 
15 June 14.9 
11 Sept. 14.9 
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Cleve. Elec. Illum. ........ 
Colo. Cent. Power 


Commonwealth Edison .... 
Community Pub. Serv. .... 
Concord Electric 
Connecticut L.& P. ....... 
Connecticut Power 

Consol. Edison 

Consumers Power 

Dayton P. & L 

Delaware P. & 

Detroit Edison 

Duke Power 

Duquesne Light 

Eastern Util. Assoc. ...... 
Edison Sault Elec. ........ 
Oe Oe Oe 
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Florida Power Corp. ...... 
Florida P. & L. 

Gen, Pah; Wil. .....<.<6. 
Green Mt. Power 

Gulf States Util. .......... 
evi ioc ce OS Ae 
Haverhill Elec. 

faouston ie PB. cis. ssc 
Fiousatonic PS. «0.26055 
Idaho Power 

Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 
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Iowa Power & Lt. ........ 
Iowa Pub. Service 

Iowa Southern Util. ...... 
Kansas City P2001. ....%+ 
RGNGDS ASE BGs iccc0e0e 
(Os gg 2 6 ae 
Kentucky Util. .........00 
Lake Superior D. P. ...... 
Lawrence Elec. 

Tsong Island Gg. ......2106 
Louisville G. & E. ........ 
Supwen weer OA. ... sss. sae 
DO Gy 2 Seen se 
Madison G. & E. ......... 
Maine Pub. Service 
Michigan G. & E. ........ 
Middle South Util. ........ 
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Missouri Util. 

Montana Power 

New England Elec 
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Newport Elec, ......0..60+ 
N. Y. State Elec. & Gas .. 
Niagara Mohawk Pr. .... 
Northern Ind. P. S. ...... 
Northern Sts. Power .... 
Northwestern P. S. ...... 
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2/22/56 Cur- Share Earnings* Price- Divi- Common 
(Continued) Price iv. rent Cur. Jo In- 12 Mos. Earns. dend Stock 
About Yield Pertod crease Ended Ratio Pay-out Equity 


Dec. 14.6 
Jan. $55 
Dec. 12.8 
Dec. 153 
Nov. 16.9 
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Averages 4.9% 
Foreign Companies 
American & Foreign Pr... 15 $ .75e 5.0% $1.72 Sept. 
Bragiian trac. L & P........ 7 —_— — 1.26 D6 Dec. ’54 
British Columbia Pr. ..... 37 1.20 a2 1.62 Dec. ’54 
Gatineau Power 31 1.26 = 3. 1.99 Dec. ’54 15. 
Quebec Power 28 120 4. 1.73 Dec. ; 69 
Shawinigan Water & Pr... 69 P80" | 2: 3.48 Dec. E 52 35 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. *If additional common shares have been recently offered, earn- 
ings are adjusted to give effect to the offering. Percentage change is in the net income available for common 
stock. **Based on average number of shares. a—Also regular annual 3 per cent stock dividend, which is included 
in the yield. b—Also 5 per cent stock dividend. c—Also 3/10 share of Northern Illinois Gas for each share 
of Commonwealth Edison. e—Includes 15 cents extra. g—Also 10 per cent stock dividend January 31, 1955. 
h—Also 2 per cent stock dividend. i—Also 5 per cent stock dividend. t—Estimated. ##—Also occasional stock 
dividend. 
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What Others Think 


Reaction to the Gas Bill Veto 


NTIL midafternoon, February 3, 
1956, the Senate debate on the Har- 
ris-Fulbright Bill (HR 6645) to exempt 
the independent natural gas producer from 
the direct jurisdiction of the FPC had 
taken a more or less routine course. Argu- 
ment was generally restrained and to the 
point. It was often felt that the members 
of both parties were too split among 
themselves to indulge in the hot partisan 
jockeying that might otherwise have been 
expected in an election year. That was the 
situation until Senator Case (Republican, 
South Dakota) made his statement of 
February 3rd—in the nature of a time 
bomb with lighted fuse—that an undis- 
closed party had made what seemed like 
an improper attempt to influence his vote. 
Prior to this sudden disclosure, there 
was little newspaper comment on the lob- 
bying aspects, though it was noted that 
both sides had made considerable efforts 
to win the popular support which indirect- 
ly could influence the course of the voting. 
Special editorial attention was devoted to 
what were regarded as “key” issues, in- 
sufficiently played up by the debate. Thus 
The Wall Street Journal felt that talk of 
“windfalls” and “giveaways,” if the price 
of natural gas was not to be controlled at 
the wellhead, had obscured other points of 
importance. It said that one was “whether 
the (U. S.) Supreme Court ought to legis- 
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late federal controls through interpreta- 
tion, as the court did in 1954” in the Phil- 
lips Petroleum Company Case. 


Ox February 6th, the Senate proceeded 
in clock-work fashion to reject all 
proposed amendments and passed the bill, 
as was, by a 53-38 vote. At that time, no 
investigation of the Case charges had yet 
been authorized, but the leadership of both 
parties had promised there would be a non- 
partisan inquiry. It was ordered the next 
day, with Senator George (Democrat, 
Georgia) as chairman of the Select Com- 
mittee. 

The Spokane, Washington, Spokesman- 
Review hailed the passage and decried 
“frantic attempts by opponents to cloud 
up the issue.” 

Tom Lester, oil editor of The Houston 
Chronicle, reported that “oil men were 
jubilant” over Senate passage of the leg- 
islation. In every case, he said, “oil and 
gas men were as pleased over the political 
implications of the bill as they were over 
freeing gas at the well from federal con- 
trols.” 


A to the nature of these “political impli- 
cations,” an editorial in the same 


paper stated: 


Passage of the Harris natural gas bill 
by the Senate is a major victory for the 

















forces of constitutional government in 
the United States. It is the second vic- 
tory of its kind since President Eisen- 
hower took office, in which a question- 
able and law-making decision of the 
Supreme Court has been overruled by 
Congress. 

The first case was where the Supreme 
Court in 1945 reversed the historic po- 
sition of previous Supreme Court deci- 
sions by declaring that the federal gov- 
ernment has paramount rights in the 
tidelands. It was a move to gain control 
of the oil in the tidelands, something 
that the late Harold Ickes and other 
New Deal zealots had been unable to 
achieve. The Republican Congress in 
1953 passed a bill confirming state own- 
ership of the tidelands and President 
Eisenhower signed it into law... . 


HE Wall Street Journal in effect mini- 

mized the importance of the Case 
charges when most of the information had 
been dug out for the record by the Select 
Committee on the basis that lobbying was 
inevitable and naturally intense on an issue 
involving such important interests. 

As the editorial put it: 


The result of this diversity of view 
was tremendous pressure on every Sena- 
tor to influence his views in the matter. 
As one said, “I have been badly over- 
lobbied.” Other Senators may have 
found the contest equally wearing, and 
many of them might have preferred for 
their constituents to just forget about 
the matter and let them alone. 

But constituents have a habit of trying 
to influence Senators and Representa- 
tives where they think their interests 
are concerned. We hope they always 
will. 


On the other hand, The New York 
Times felt that the travels of the envelope 
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containing twenty-five $100 bills which 
had been produced to substantiate the 
charges before the Select Committee raised 
the question as to just where legitimate 
lobbying ends and something else begins. 
The Washington Post and Times-Herald 
demanded an investigation into “every last 
aspect of the gas lobby.” It said that what 
the Senate needed and the country had a 
right to demand was knowledge of “all the 
attempted contributions and influences 
used by the gas lobby on members of the 
Senate.” It insisted that the people should 
have “a thorough look at a lobby that ap- 
parently thinks it owns the Senate, or at 
least a part of the Senate.” 


Wee the Select Committee led by 
Senator George insisted that it was 
required by its mandate from the Senate 
to confine its inquiry to the Case incident, 
there was widespread editorial protest. The 
Newark Evening News called the planned 
quick suspension of the campaign contri- 
bution inquiry “far from satisfying,” leav- 
ing the public with “a sense of frustra- 
tion,” and “of unfinished business.” It felt 
that the committee had hardly started to 
follow up “a lush lead.” Roscoe Drum- 
mond of the New York Herald Tribune 
concurred, saying that the Senate was 
showing “a timid, guilt-conscious, un- 
seemly lack of interest in exposing the 
facts on lobbyists’ campaign contributions 
to United States Senators.” The Birming- 
ham Post-Herald maintained that “the gas 
lobbies should be investigated—both of 
them. The producers’ lobby . . . and the 
distributors’ lobby. . . . Let’s investigate 
everything.” 

The Knoxville Journal, however, be- 
lieved that the Case case was “strictly a 
tempest in a teapot and that the several 
branches of the government fooling around 
with it might be much more profitably em- 
ployed.” It said that no bribery was shown 
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by the revealed facts, that all candidates to 
public office had to have campaign contri- 
butions, and that the South Dakota Sena- 
tor had “read into an ordinary political 
custom . . . a sinister meaning unjustified 
by the facts.” 

The Baltimore Sun joined those asking 
for a longer look into such matters, stat- 
ing that the public “would like to know 
whether there was any effort to ‘buy’ votes, 
and if so whether any votes were actually 
‘bought.’ ” It said that the President would 
“doubtless want to know more about events 
leading up to its passage before he com- 
mits himself.” 


_ Krock devoted a column in The 
New York Times to the “serious” 
consequences of the campaign fund dona- 
tion. He wrote: ; 


The President is confronted with a 
tainted bill. If he signs it, on the con- 
viction that it is a proper and equitable 


service to free enterprise, his political 
opponents will not let the taint be for- 
gotten by the people. If he vetoes the 
bill on the ground that it does not suffi- 
ciently protect consumers to whom no 
other fuel is available, its supporters will 
feel that the Case incident made his 
mind more receptive to this criticism 
that they spent hours trying to disprove 
in long Senate debate. 

It does not require a vivid imagina- 
tion to forecast what will be said about 
the bill, if the President signs it, by for- 
mer President Truman and all the 
Democratic candidates for that party’s 
nomination. And if he vetoes the meas- 
ure he will put on the defensive many 
of the Senators who voted for it after 
Case made his revelation. Among these 
were .. . dependable supporters of the 
administration. ... 


As the deadline on the presidential de- 
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cision approached and speculation mount- 
ed that a veto was not altogether out of 
the question, other newspapers had occa- 
sion to consider the President’s position. 
The Richmond Times-Dispatch declared 
editorially (“Don’t Veto the Harris Bill’) 
that “the victory of the Harris-Fulbright 
Bill is now shadowed by a bar sinister. If 
the President signs the bill, he will be ac- 
cused of being in cahoots with the ‘oil 
interests.’ If he vetoes it, he will be sus- 
pected of doing so ‘for purely political 
reasons.’”’ The paper warned that a veto 
would almost certainly kill the legislation 
for the congressional session. It suggested 
that “if the President had intended to ap- 
prove the bill, prior to the ‘Case incident,’ 
he can salvage it by sending it back with 
suggestions for its improvement.” 


, f~ Houston Chronicle hoped that 
President Eisenhower would be able 
“to judge the crocodile tears of the Harris 
Bill opponents for what they are,” and 
that he would sign the bill. If he did sign, 
the newspaper said, it would mean he had 
made up his mind on the basis of facts and 
had withstood the terrific pressure applied 
by northern and eastern gas distributors, 
and the socialistic advocates of ever-in- 
creasing federal control. If he vetoed, the 
newspaper said, it would appear that he 
had “knuckled under to the pressure for 
political purposes.” 

The President’s veto of the Harris-Ful- 
bright Bill was announced early in the 
afternoon of February 17th. The strong 
disapproving statement released at the 
same time brought forth a rash of com- 
ment in the press. 

The New Orleans Times-Picayune gen- 
erally approved of the President’s de- 
cision, though it did not see how the Case 
episode could have anything to do with 
passage of the bill. It therefore wondered 
“how the need for hunting out the rats 
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(improper campaign contributions) in this 
case justifies burning down the barn (ve- 
toing the bill).” 
The Times-Picayune editorially stated : 
Any rebuke that the President could 
extend, however, is justified in our 
opinion. Even such radical treatment as 
“burning down the barn” will not prove 
too severe provided the President means 
to put the administration behind an ef- 
fort to obtain the passage of a new bill. 
Presumably the congressional investiga- 
tion or the grand jury will pronounce 
any culpability connected with offers to 
Senator Case or anyone else. As soon 
as this matter is cleared up and the pub- 
lic has been assured that any attempt 
at bribery, direct or indirect, will be 
dealt with, the legislation should be re- 
vived and put through Congress with- 
out any of the notoriety which attended 
action on the Harris Bill. 


HE Louisville Courier Journal de- 
clared that the President’s veto was 
“entirely proper” not only because the bill 
“had reached his desk smeared with scan- 
dal” but because “there was the convincing 
practical argument that the business of 
supplying gas is a public utility. If the all- 
important original process in this business 
is free of the controls that apply to all 
subsequent processes, then there is no 
point or value in any control at all.” The 
paper congratulated the President for his 
courage in vetoing a bill “tagged with the 
brand of free enterprise” which was also 
“primarily a Republican venture, even 
though Democratic Congressmen were 
nominally its champions.” The paper re- 
called that thirty-one Republicans voted 
for the bill, as against fourteen opposed, 
while twenty-two Democrats voted for, 
and twenty-four opposed. 
The wry comment of the Baltimore Sun 
was that “under the shady circumstances,” 


President Eisenhower had little choice but 
to veto the bill “so besmirched that it had 
no place on the statute books.” The news- 
paper said that it often wondered whether 
the U. S. “‘would have gone as far as it has 
along the road to federal control if our 
enterprisers had had the wisdom and the 
conscience to present their causes in ac- 
cordance with the dictates of good taste 
and common honesty.” 

The Richmond Times-Dispatch re- 
marked that the veto message ended with 
the suggestion that revised legislation 
should include specific language protect- 
ing the gas consumer. It said that the 
President should have been more specific 
in intimating “how that can be done with- 
out exceeding the constitutional limits of 
FPC authority.” It also doubted that the 
Harris Bill could be revised “to do more 
than it does now to ‘protect consumers in 
their right to fair prices,’ without en- 
croaching on state jurisdiction.” 


Boe presidential veto was founded on 
ground that would appeal to many 
Americans, the New York Herald Tribune 
stated. But the newspaper said it regretted 
that “the pressures generated by the fight 
over natural gas price controls have thus 
delayed the passage of a necessary meas- 
ure and thrown the industry back under a 
type of regulation which, in the Presi- 
dent’s word, ‘will discourage individual 
initiative and incentive to explore for and 
develop new sources of supply.’ ” Like the 
President, the newspaper said, it would 
hope that another bill “conforming to the 
basic objectives” of the vetoed bill, but 
with specific language protecting consum- 
ers, could be passed and signed into law 
“with all possible speed.” 

Other newspapers found the President’s 
reasoning in his veto message “astonish- 
ing” and “mistaken.” Said the Houston 
Chronicle: 
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The President concedes that the bill 
is a good one, and gives reasons why. 
He bases his veto solely upon the charge 
that one man tried to influence one Sen- 
ator’s vote. 

The President’s reasoning is com- 
pletely specious. Even if the Senate 
committee finds the gift offer was im- 
proper, that has nothing to do with the 
merits of the bill, which the Senate 
passed by the one-sided vote of 53 to 38. 
Or is the President implying that whole- 
sale efforts were made to bribe Sen- 
ators? His veto constitutes an insult to 
every Senator who voted for the bill. 

Meanwhile, besides employing some 
of the most peculiar reasoning ever used 
to justify the vetoing of a bill, the Pres- 
ident has played into the hands of those 
who wish to centralize all power in the 
hands of the federal government. He 
has moved this country one step closer 
to the socialistic state. 


HERE was some talk among producing 
state officials and industry leaders of 
possible “interposition” legislation on a 
state level to try to halt federal action 
which might be felt to violate rights re- 
served to the states. Others, including 
Ernest O. Thompson, senior member of 
the Texas Railroad and Utilities Commis- 
sion, suggested that Texas should put its 
natural gas to use “at home to build a 
great industrial empire within its own 
borders.” 
The Wall Street Journal called the 
President’s reasoning “mistaken.” It 
added : 


. we hope that it will not become a 
matter of policy to veto all measures 
someone has sought to further, how- 
ever foolishly. For it would be a simple 
matter, then, for a man who was op- 
posed to a bill to go about making con- 
tributions to Congressmen on the 
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ground that he was for the bill. Public 
airing of the contributions would be his 
next step, and a veto would kill a bill he 
wanted killed. 

That, indeed, would create doubt 
concerning the integrity of govern- 
mental processes. For integrity in gov- 
ernment requires, it seems to us, that 
men or measures should be accepted or 
rejected on no other ground than their 
merits. 


The Atlanta Constitution and The New 
York Times were agreed that the Presi- 
dent could have based his veto on objec- 
tions to the merits of the bill, irrespective 
of the surrounding circumstances which 
“tainted” the bill. Both asked a thorough 
Senate inquiry into the pressures exer- 
cised in behalf of the bill. The Knoxville 
Journal, however, was “surprised” by the 
veto, and wondered whether the evidence 
collected which would point to improper 
action for passage of the bill was sufficient 
to justify it, especially since no new bill 
could come from the present Congress. 


, bes Philadelphia Inquirer approved 
of a full-scale investigation into “the 
questionable activities of a few lobbvists 
in connection with the natural gas bill.” 
(A probe later was assured by bipartisan 
Senate action.) It added a word of cau- 
tion, however. While such activities ought 
to be looked into, the newspaper declared, 
the probe should not become simply an ex- 
cuse for a general attack on the gas and 
oil companies affected by the legislation. 
If a minority of people in the industry has 
been carrying on dubious efforts to sway 
legislation, the newspaper went on, that 
does not mean that the majority of high- 
principled men in the industry should be 
smeared. A probe of questionable activ- 
ities of the gas lobby is desirable, the news- 
paper felt. But “a hate campaign against 
a great and indispensable industry” is not. 





The March of 
Events 


Gas Convention to Be Held 


HE Southern Gas Association will 
hold its forty-eighth annual conven- 
tion in its headquarters city, Dallas, Texas, 
April 23rd to 25th. Dallas is also the birth- 
place of the natural gas industry in the 
Southwest. 
Advance registrations were reported to 
indicate that more than 2,000 delegates 


2 


——_ 


and visitors from the 14-state area be- 
tween Virginia and New Mexico would 
be on hand for the three days of informa- 
tion, inspiration, and entertainment. 

Businessmen, economists, and educators 
will present a well-balanced program de- 
signed to keep the delegates abreast of the 
latest information affecting all segments 
of the natural gas industry. 


Georgia 


Rate Dispute Settled 


HE state public service commission 
and two power companies have set- 
tled their dispute over wholesale electric 
rates, the Federal Power Commission an- 
nounced recently. The FPC said it had 
ended a proceeding in which the Georgia 


Public Service Commission filed a com- 
plaint against the wholesale rate charged 
Georgia Power & Light Company by the 
Florida Power Corporation. 

The FPC said Florida Power had 
agreed to revise its rate form and permit 
Georgia Power & Light to receive lower- 
cost power from other Georgia sources. 


Massachusetts 


Utility Bills 

a killed by the state house of repre- 
sentatives recently would have re- 
quired state legislative approval of utility 
rate increases granted by the state depart- 

ment of public utilities. 
Governor Herter last month signed into 
Massachusetts law a measure continuing 
a study of the feasibility of putting elec- 


415 


tric and telephone utility lines under- 
ground. 

Another bill which would have per- 
mitted municipal utilities in the state to 
issue revenue instead of general obligation 
bonds was defeated by the state senate. 
The measure would have permitted such 
borrowing for projects having to do with 
the production or transmission of gas or 
electricity. 
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Missouri 


Transit Increase Granted 


S*: Louis Pusiic SERVICE COMPANY 
was granted a fare increase last month 
which will produce an estimated $400,000 
to $450,000 in annual revenue, in an or- 
der by the state public service commission, 
effective March 3rd. This amount was 
said to be slightly less than half of the 
$995,000 annual increase requested by the 
company in its application. 

The commission, by a 4-to-1 vote, 


New 


Gas Workers to Get 


Severance Pay 


{iow state supreme court last month 
held that 157 employees of Jersey 
Central Power & Light Company, affected 
by sale of the company’s gas properties to 
New Jersey Natural Gas Company in 


1952, are entitled to severance pay total- 
ing almost $150,000. 

The court affirmed a ruling by Superior 
Court Judge Frederick W. Hall, who had 


granted increases of 15 cents each in the 
cost of the weekly regular and express 
passes but denied the company’s request 
for authority to increase the price of stu- 
dent weekly passes by 25 cents. 

The new price of the weekly regular 
pass will be 90 cents and that of the ex- 
press pass $1.15. 

Commissioner Charles L. Henson dis- 
sented, saying the increase should not be 
granted at this time. 


Jersey 


entered a judgment in favor of the 157 
workers and left open for trial the deter- 
mination of the amount of damages to 
which they were entitled. 

Suit for the severance pay, based on 
length of service, was brought by 161 em- 
ployees but four were disqualified by Hall 
because they were given the option of re- 
maining with Jersey Central or because 
the buying utility had given them sever- 
ance pay in accordance with a union con- 
tract with Jersey Central. 


New York 


Telephone Rate Law 
Change Asked 


— amendment to New York 
state’s Public Service Law to bring 
rate-fixing regulations covering telephone 
and railroad companies into line with those 
applying to gas, electric, water, steam, and 
omnibus services, was submitted to state 
legislative leaders last month by the state 
public service commission. 

Existing New York law applicable to 
telephone companies requires the commis- 
sion to fix rates with due regard to a rea- 
sonable return on “the value of the prop- 
erty actually used in public service.” The 
commission noted that this has been inter- 
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preted by the state court of appeals to re- 
quire consideration of replacement costs 
of property. The commission’s proposed 
amendment would make the law read that 
rates must be fixed with due regard to a 
reasonable return on “capital actually ex- 
pended.” 

The legislative change was asked by the 
commission after it was directed by the 
state court of appeals to reopen hearings 
on the New York Telephone Company’s 
request for an annual rate increase of 
$68,850,000. The commission had rejected 
the company’s application in 1954 on the 
grounds that the utility’s revenues were 
sufficient for its needs. 





Progress 


of 





Regulation 


Trends and Topics 


Merchandising Revenues and Expenses 


i hs right of public utility companies to engage in merchandising and job- 
bing was discussed in Pusiic UTILITIES ForTNIGHTLY, February 16, 
1956, at page 273. The extent of commission authority over such activities 
was also considered. Related to that topic is the question whether revenues 
and expenses of merchandising and jobbing operations should be considered 
in fixing rates. The majority opinion, as indicated in reported decisions by 
regulatory authorities, is in favor of excluding the results of these business 
activities from consideration. There are, however, some exceptions to this rule. 


Objections to Consideration in Rate Case 


As noted by the Maine commission in the Central Maine Power Company 
Case (1 PUR3d 421), a company engaged in such operations serves in a “dual 
capacity,” selling electricity as a public utility and selling merchandise as a 
private business. The commission said that such a company should not require 
the ratepaying public to bear the expenses and annual losses on merchandis- 
ing, nor could it expect the same public to pay a return on capital assets or 
inventory devoted to such business. The same view was expressed by the 
Arkansas commission (7 PUR3d 561, 594) when it said that it would be 
unfair on the one hand to lower the cost of utility service because of profit 
from merchandising and jobbing or on the other hand to burden all customers 
with higher rates so that some customers may have merchandising and jobbing 
service at less than cost. 

The New York commission, in several cases, adhered to the rule that 
revenues and expenses relating to merchandising and jobbing should not be 
considered in fixing public utility rates. The commission, in the New York & 
Richmond Gas Company Case (48 PUR NS 25), went extensively into the 
question. For many years the commission had held that it had no power to 
regulate charges for appliances or jobbing work done by a public utility. It 
had repeatedly held that it would not be fair to lower the cost of utility service 
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because of profit from such business or on the other hand to burden all con- 
sumers with higher rates so that some might have merchandising and jobbing 
at a lower cost. Exclusion of merchandising and jobbing from consideration 
in rate cases has received judicial approval in Massachusetts (90 PUR NS 259). 

Other commissions refusing to consider merchandising and jobbing opera- 
tions include Michigan (PUR1925D 571), Missouri (7 PUR NS 277), Mon- 
tana (78 PUR NS 33; 1 PUR3d 97), Nevada (PUR1931C 14), North Da- 
kota (PUR1920F 1014), Ohio (PUR1931D 1), Pennsylvania (PUR1922A 
48), South Carolina (PUR1933C 351), Texas (20 PUR NS 89), Virginia 
(3 PUR NS 61), Washington (12 PUR NS 178), Wisconsin (3 PUR3d 
65), and Wyoming (PUR1930E 114). 

The Arizona commission, in one case (9 PUR NS 270), included the profit 
from merchandising and jobbing operations, but in a later case (20 PUR NS 
441) declared that losses from merchandising and jobbing should not be re- 
couped from rates. The District of Columbia commission, in fixing rates for 
the Washington Gas Light Company, decided that compensation paid sales- 
men was assignable to sales promotion expense only to the extent that the 
results were produced in the sale of service as distinguished from the sale of 
appliances (46 PUR NS 1). 


Merchandising and Jobbing Operations Considered 


The Hawaii commission treated the merchandising operations of an electric 
company as a part of its utility business and therefore allowed working capital 
for this department (33 PUR NS 161). The commission said that a large 
part of the retail appliances were sold on instalments. Since little or no profit 
was shown, the average amount of money tied up in such sales was most 
conveniently arrived at merely by taking the average of the outstanding in- 
stalment contracts. 

The California commission, years ago, included merchandising and jobbing 
revenues where there was no deduction for expenses relating to that business 
(PUR1921E 374) ; and in a more recent case it treated net revenue from mer- 
chandising and jobbing as an integral part of an electric company’s business 
(55 PUR NS 435). These operations had been carried on by a wholly owned 
subsidiary. There was a net profit after all charges, including interest and 
other income charges. The commission referred to the fact that in a decision 
in 1929 it had suggested that miscellaneous jobbing and merchandising revenue 
should not be considered as operating income. The commission in that case 
had noted its practice to consider this as part of the operating revenue. The 
same quarters and the same employees were used to carry on this branch of 
the business. It was a mere incident of the business and was used to attract 
business. Expenses of conducting it were largely absorbed in various operating 
expense accounts. It was said to be neither practicable nor reasonable to set 
this activity of the utility off by itself. The company, instead of complying 
with the commission’s determination, had organized a subsidiary to take over 
such operations. The commission said that in the future the company would 
be expected to conduct the merchandising and jobbing operations carried on 
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by its wholly owned subsidiary as an integral part of its over-all electric 
business. 

Other commissions which have considered profits, revenues, and expenses 
from merchandising and jobbing include Connecticut (75 PUR NS 114), 
Florida (37 PUR NS 440), and Idaho (PUR1923A 418). 

In the Potomac Edison Company Case (7 PUR NS 135), the Maryland 
commission, in 1935, had ruled that the cost of demonstrating electric appli- 
ances should not be allowed as an operating expense as it was assumed that 
the company made a profit on its sales of appliances and the complete selling 
cost should be included in the prices at which they were sold. The commission 
in a later case, involving the Consolidated Gas, Electric Light & Power Com- 
pany of Baltimore (67 PUR NS 144), said that a gas and electric company’s 
merchandising operations were “load building and utility in character.” 

The New Hampshire commission decided that a public utility company 
should be allowed to recover a loss resulting from appliance sales and service 
activities which were an essential part of the company’s promotional activities. 
The commission also included merchandise in the rate base (94 PUR NS 124). 

The Illinois commission decided that branch offices maintained by Peoples 
Gas Light & Coke Company were a part of the used and useful utility property 
includable in the rate base, although they were used for the display and sale 
of appliances (99 PUR NS 361). The offices served many other useful pur- 
poses which were a necessary part of the utility business and the sale of appli- 
ances was carried on to promote the sale of gas in competition with other fuels. 
The same commission, in an earlier case (19 PUR NS 177), had decided that 
an amount representing losses and expenses in connection with the sale of 
appliances by a gas utility should be excluded in determining the operating 
expenses for rate-making purposes when merchandise was sold primarily for 
direct profit rather than for the purpose of inducing greater use of gas, es- 
pecially where the charges for appliances sold were not subject to commis- 
sion regulation. The commission thought, however, that an allowance was 
proper for new business expense. 



































Review of Current Cases 


Gas Producer Defeated in Judicial Bid to 
Avoid FPC Regulation 







HE efforts of the Union Producing 

Company, an independent producer 

of natural gas, to avoid regulation under 

the Natural Gas Act suffered defeat in the 
federal court of appeals. 

The controversy revolved around the 





United States Supreme Court’s decision 
in the Phillips Petroleum Case (3 PUR3d 
129), holding that independent producers 
of natural gas come within the purview 
of the Natural Gas Act and are subject 
to the jurisdiction of the Federal Power 
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Commission. Directly after this important 
decision, the commission issued its “174- 
orders” requiring independent producers 
to file rate schedules and applications for 
certificates of public convenience and 
necessity. 

In the instant case the company obtained 
a judgment in the federal district court 
temporarily restraining the commission 
from applying the orders against it. The 
appellate court, however, reversed the 
lower decision and remanded the cause 
with directions to dismiss the complaint. 


Interference with Contracts 


The company claimed that the commis- 
sion’s orders unreasonably interfered with 
its existing customer contracts, impaired 
the obligation of its contracts, and de- 
prived it of due process of law in violation 
of the Constitution. It urged that since all 
its sales were made in the course of pro- 
duction and prior to gathering by third 
parties, it was not a natural gas company 
as defined in the Natural Gas Act and 
therefore should not be subject to the au- 
thority of the commission. The company 
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had not, however, sought a declaratory 
ruling by the commission as to its status 
under the act. 


Commission Ruling Is Proper Remedy 


The statutory scheme in a judicial re- 
view of Federal Power Commission ac- 
tion contemplates an initial decision by the 
agency. This scheme is founded on reasons 
of uniformity of decision based on the 
expertise of the commission. 

The real request of the company, said 
the court, is to have particular transactions 
classified as outside the act and the com- 
mission’s regulations. But the commission 
had taken the position that such questions 
must be deferred for later determination. 
This attitude was held to be reasonable. 

The appropriate remedy for the com- 
pany, said the court, would be to petition 
the commission for a declaratory ruling 
as to its status under the Natural Gas Act. 
Since it did not exhaust its administrative 
remedies before seeking judicial interven- 
tion, its suit failed. Federal Power Com- 
mission v. Union Producing Co. Nos. 
12583-4, January 30, 1956. 


Witness Fee in Holding Company Reorganization 
Case Reduced 


Sees Securities and Exchange Com- 
mission disallowed a $10,000 “retain- 
ing fee’? demanded by an expert witness 
hired by a holding company to help re- 
duce the attorneys’ fees for services 
rendered in the holding company’s reor- 
ganization proceeding. The witness is the 
Honorable James P. McGranery, former 
United States district court judge and 
former Attorney General of the United 
States. He had been employed by Stand- 
ard Gas & Electric Company to testify 
as to the reasonableness of fees demanded 
by Guggenheimer & Untermyer for serv- 
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ices rendered on behalf of the stock- 
holders of Standard. 

The attorneys’ fee claim was settled 
about one week after Judge McGranery 
had been employed. This obviated the 
necessity of his testifying. Nevertheless, 
he billed the holding company for the 
retaining fee. 


Preparation by Witness 


At the hearings on the attorneys’ fee 
application, three experts testified on their 
behalf as to the value of their services. 
In order to counterbalance the possible 
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effect of this testimony, Standard re- 
tained three opposing experts, including 
McGranery. After agreeing to testify, 
Judge McGranery was furnished with a 
copy of the fee application and a portion 
of the transcript of hearings. The matter 
of his own fee was not then discussed. 

A few days later, the attorney for the 
holding company received a telephone call 
from Judge McGranery, who first indi- 
cated that he had gone over the material 
sent to him, and then stated [in the words 
of counsel for the holding company] that 
when he had returned to private practice 
he had tried to establish a rule binding 
upon himself that he would appear in no 
matter in which he was to receive less than 
$10,000. The holding company’s attorney 
indicated surprise at such a high figure 
and stated that he was not authorized to 
agree to it, and that any fee arrangement 
would have to be approved by the holding 
company. 


Settlement of Attorney Fee Claim 


The fee proceedings were adjourned in 
view of active negotiations for settle- 
ment. 

On the day tentative settlement was 
reached, about a week after his employ- 
ment, Judge McGranery was advised that 
he need not do any more work on the mat- 
ter until further notice. He expressed the 
belief that he was entitled to the $10,000 
retainer fee even if the settlement negotia- 
tions were entirely successful. 


Judge McGranery, although asked to 
do so, refused to file a fee application, and 
refused to appear at the commission hear- 
ings with respect to the reasonableness of 
his claim. He wrote to the commission 
that the $10,000 charge was purely for the 
privilege of his having been retained, and 
was not for any services rendered, and 
that if he had been called upon to testify, 
he would have made additional charges. 


Commission Views 


The commission believed that all that 
Judge McGranery was entitled to receive 
was reasonable compensation for services 
actually rendered. The fee case had been 
settled without his help. But he had been 
employed by the holding company and not 
by a class of its stockholders. The com- 
mission believed, therefore, that it was not 
necessary to find that his services resulted 
in benefit to the estate in order to approve 
some compensation for him. 

The commission decided that there was 
no agreement, express or implied, as to 
whether Judge McGranery was to receive 
a retaining fee, or as to the amount of his 
compensation. It believed that $500 would 
be adequate compensation in view of the 
short period of his services, the amount of 
material given him to study, and the 
amounts approved for the other experts 
retained by the holding company for the 
same job. Re Standard Gas & E. Co. File 
No. 54-191, Release No. 13081, January 
11, 1956. 


Local Exactions to Be Billed against Local Customers 


pany was authorized to amend its tariffs 
for that purpose. 

The company had sought approval of 
an amendment providing that, in so far 
as practicable, any license taxes, however 
measured, and any pole, wire, conduit, or 


HE Virginia commission has ap- 
proved the principle of requiring that 
customers living in political subdivisions 
which impose special burdens on a tele- 
phone company shall bear the cost. The 
Chesapeake & Potomac Telephone Com- 
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similar street use tax or exaction would 
be billed on a pro rata basis to exchange 
customers in the political subdivision. 
This proposal was disapproved. 

The amendment ordered by the com- 
mission provides that when a political 
subdivision charges the company a license 
tax or franchise fee at a flat rate or based 
on receipts or based on poles, wires, or 
conduits, such taxes and fees shall be 
billed pro rata to exchange customers re- 
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ceiving service within the political subdi- 
vision. 

The condition is imposed, however, 
that this shall be done only when the 
aggregate amount exceeds one-half of 
one per cent of the aggregate bills of 
such customers. The order also excludes 
from this provision franchise fees fixed 
by contract before 1956. Re Chesapeake 
& P. Teleph. Co. of Virginia, Case No. 
12823, December 30, 1955. 


Telephone Company Not Required to File Rates 
For Directory Listings 


HETHER or not the commission 

should be ordered to direct a tele- 
phone company to file a rate schedule for 
classified directory listings or advertise- 
ments was the question which confronted 
the New York supreme court in a recent 
case. The court ruled that where there was 
no statutory requirement for filing such a 
schedule, the requested order would not 
be issued. 

The customer contended that a statute 
requiring the company to do so could be 
found in a section of the Public Service 
Law which required every telephone com- 
pany to print and file with the commission 
schedules showing all rates, rentals, and 
charges for service of each and every kind 
by or over its line. The classified directory 
listings and advertisements, said the court, 
did not constitute service over the line of 
the telephone company. The company, 
therefore, was under no duty to file such 
a schedule, and there was no obligation on 
the part of the commission to compel the 
filing. 

In the exercise of general regulatory 
powers, the commission had previously 
taken jurisdiction over charges for light- 
faced listings in the classified directory 
and, pursuant to its direction, the com- 
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pany had filed a tariff with respect to such 
listings. The court pointed out that the 
availability of such listings to all custom- 
ers on equal terms and at reasonable rates 
related to the adequacy and reasonableness 
of the service. 


Commission Responsibility 


However, the court continued, once a 
light-faced listing has been provided, the 
substitution of bold-faced type in the list- 
ing, or the insertion of a display adver- 
tisement in the directory, becomes a mat- 
ter of advertising. The fact that the adver- 
tisement appeared in a classified telephone 
directory made it subject, to a limited ex- 
tent, to the jurisdiction of the commission. 
The commission’s responsibility was to see 
that the advertising in the directory was 
set up in a manner which did not unduly 
interfere with the use of the ordinary list- 
ings. 

That the privilege of inserting adver- 
tisements was available to all subscribers 
upon the same terms and conditions, 
without discrimination, was also a re- 
sponsibility resting upon the commission’s 
shoulders. 

It did not follow, however, that all as- 
pects of classified directory advertising, 


















including rates in contract forms, were 
matters of concern to the commission. The 
commission’s interest in the charges for 
directory advertising was of a very differ- 
ent nature from its interest in the rates 
charged for telephone service. It was a 
limited one, directed principally to the ef- 
fect which such revenues had upon the 
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remaining revenue needs of the company 
and, correspondingly, upon the rates to be 
fixed for telephone service. The lower 
court, it was held, had properly dismissed 
the customer’s application. Solomon (Bev- 
erly Hand Laundry & Cleaners) v. New 
York Pub. Service Commission, 146 
NYS2d 439. 


Court Gives Irate Telephone Customer Semantic Slap 


Sh New York supreme court recently 
passed upon a customer’s challenge of 
the terminology used by a telephone com- 
pany on bills. The company’s printed bills 
rendered each month charged for local 
service for one month in advance. Another 
item on the bill was the balance carried 
over from the last bill. 

The customer had refused to pay the 
monthly charge in advance, and objected 
to being billed for it on his succeeding 
bill as a balance. The customer claimed 
that the charge was due and owing only 
at the end of the month after he had re- 
ceived the service and that its designation 
on the next bill as a balance was a mis- 
nomer. He admitted that, in accordance 
with the tariff filed with the commission, 
the monthly local service charge was pay- 
able in advance, but insisted that, although 
it was payable, it was not due and owing 
because it covered a service not yet 
rendered. The court was asked to perma- 
nently enjoin the company from claiming 
on its bills that the basic monthly charge 
billed in advance was then due and owing, 
and from later billing it as a balance. 

The company’s billing method was de- 
nounced by the customer as a fraud and 
deception by which it unlawfully collected 
from its customers moneys on which it 
earned profits and income. The customer 
characterized this as an improper and un- 
ethical windfall. 





The court pointed out that, although 
the customer purported to speak for the 
company’s subscribers generally, the ac- 
tion was not a representative one and 
could therefore be treated only as one to 
redress grievances the customer himself 
might be suffering. Therefore, the cus- 
tomer was in no position to complain of 
the misuse, even if it were so, of the 
moneys of other customers. He himself 
had persistently withheld payment of the 
advance charge and the company could 
not be accused of using any of his money. 

The only apparent basis for the cus- 
tomer’s contention that the monthly serv- 
ice charge, though payable in advance, 
was not due when billed, was found by 
the court to be the tariff prohibiting sus- 
pension, for nonpayment, for services not 
yet rendered. It did not follow though, 
said the court, that merely because indul- 
gence was afforded the subscriber through 
the denial of one means of enforcing pay- 
ment of the advance service charge, sus- 
pension of service, the charge itself was 
not due when billed. Under the company’s 
tariff it was payable and, if not paid, be- 
came a balance at the expiration of the 
service period which it covered. The plain- 
tiff had shown no basis for relief by way 
of temporary injunction. 

The court went on to point out that even 
if the nomenclature used by the company 
in its bills were subject to criticism, the 
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customer would probably be required to 
seek relief from the commission, the reg- 
ulatory body which was charged by law 
with the duty of dealing with purely ad- 


e 


ministrative problems and which was 
peculiarly equipped by experience to do 
so. Mangravite v. New York Teleph. Co. 
145 NYS2d 804. 


Managerial Interference No Objection to Commission’s 
Modification of Sale and Lease Contracts 


HE California commission, in passing 

upon an application for a rehearing 
of a previous order which modified the 
terms of a purchase and sales contract and 
a lease agreement between two transit 
companies, discussed the exercise of its in- 
formed discretion. The ultimate question 
presented was whether or not the commis- 
sion’s action, in refusing to approve the 
lease contract as presented, infringed upon 
the companies’ rights under the Constitu- 
tion. 


Commission Contract Jurisdiction 


The commission held that the contracts 
in question were and are subject to its 
regulation. No such contracts could be en- 
tered into without prior approval of the 
commission, and any attempt to do so re- 
sulted in an absolutely void act. 

A fundamental rule of regulatory law, 
said the commission, was that the author- 
ity to approve or disapprove a contract 
carried with it the authority to approve 
upon terms and conditions. The companies 
were in error in their contention that a 
contract, once approved by the commis- 
sion, could not thereafter be modified or 
abrogated. 

A regulatory body has continuing ju- 
risdiction over all contracts and can modi- 
fy them from time to time, or even ter- 
minate them. Rate contracts, and the sale 
and lease contracts in this instance, were 
prime examples of contracts subject to the 
commission’s continuing jurisdiction. If 
a contract, once approved by a regulatory 
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body, could not thereafter be modified or 
terminated when the public interest re- 
quired, the commission pointed out, regu- 
lation would be relatively ineffective. 


Use of Informed Judgment Required 


The companies had contended that the 
commission’s action interfered with man- 
agerial discretion. One of the most impor- 
tant, if not the most important, contracts 
into which a public utility may enter, an- 
swered the commission, is one whereby it 
sells its produce or service to the public. 
To specify the price and terms and con- 
ditions of the sale of the produce or serv- 
ice, as a regulatory body does, is a most 
stringent interference with management, 
yet it is elementary in regulatory law. 

Therefore, it was no legal objection to 
the action of the regulatory body to say 
that it interfered with managerial discre- 
tion or impaired the exercise of powers 
of management. All regulation represents 
interference to some extent with manage- 
rial control. 

The commission stated that, in resolv- 
ing a matter such as this, a regulatory 
body is not only authorized but required 
by law to use its informed judgment and 
to exercise its discretion based upon the 
evidence presented. The findings and con- 
clusions of the commission are conclusive, 
if based upon evidence, on the question of 
the reasonableness of the proposed lease 
contract and the commission’s determina- 
tion thereof. This is necessarily so because 
one of the fundamental reasons for creat- 
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ing expert regulatory bodies is for the pur- 
pose of having them exercise their expert 
knowledge and judgment. 

The commission was not bound by the 
expert testimony of witnesses in support 
of the provisions of the leased contract as 
presented to the commission. It was free 
to exercise its own judgment and call upon 


its Own experience in arriving at the de- 
termination. Expert testimony in such cir- 
cumstances was little more than argument. 
The record contained evidence to the con- 
trary upon which the commission was en- 
titled to rely. Re Pacific Electric R. Co. 
Decision No. 52191, Application No. 
37107, November 7, 1955. 


Cessation of Service Injunction upon Commission 
Determination of Area Dispute 


| yrnenen area dispute between two tele- 
phone companies, which had been liti- 
gated extensively, was finally resolved by 
the Ohio supreme court. Residents who 
had been obtaining switching service from 
Nova Telephone Company had requested 
service from Northern Ohio Telephone 
Company. Nova applied to the commission 
for correction of the boundary map and, 
subsequently, succeeded in obtaining a 
court injunction against Northern serving 
the area until the commission gave it 
the right to do so. 

When the commission later denied 
Nova’s application for correction of the 
boundary map, Northern made a motion 
to dissolve the injunction, which was re- 
fused. Northern then turned to the com- 
mission for an order authorizing it to serve 
the area, and the commission issued such 
an order, stating that the area was within 
Northern’s territory. Northern took solace 
in the commission order and began to 
furnish service in the area. 

Nova, meanwhile, was not to be out- 
done, and it requested a rehearing before 
the commission. The commission granted 
the rehearing and then reissued its pre- 
vious order. Nova then went back to the 
lower appellate court, which found North- 
ern guilty of contempt of the injunction 
order it had issued. An appeal was per- 
fected to the Ohio supreme court, which 


reviewed all previous proceedings and con- 
cluded that the lower court’s injunction 
had ceased when the commission deter- 
mined which company was justified in 
serving the area. 


Service in Disputed Area 


Nova’s contention that it had been ren- 
dering service in the disputed area was 
found by the court to be without merit. 
The record disclosed that no service had 
been furnished by Nova, since the com- 
pany did not own the plant or station 
equipment that had been providing the 
service. Such equipment was owned by 
those who received service in the area. If 
by receiving and sending calls from and to 
telephones in the disputed area, said the 
court, Nova was rendering telephone serv- 
ice, such service was rendered only to the 
point where it connected with the line 
which went into the disputed area. 


Responsibility for Determining 
Operating Area 


The court condensed the entire con- 
troversy into a relatively simple question: 
Who had the responsibility for determin- 
ing the operating area of a public utility? 

Although there was no statute which 
specifically gave the commission authority 
to determine the boundary between the 
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service areas of adjoining telephone com- 
panies, its power to do so appeared un- 
questioned both in reason and in law. Both 
companies were public utilities. Each was 
subject to a commission order requiring 
it to furnish service within its own area 
and, upon such an order, was bound to 
serve to the extent of its capacity. The 
court also recognized the authority of the 
commission to determine which of two 
adjoining telephone companies must give 
service in an area which only one desires 
to serve, as well as where both desire to 
serve. 


Approved Boundary Map 


Between the two companies, a bound- 
ary map had been approved and filed with 
the commission. From this map, the com- 
mission had determined that the disputed 
area lay in that territory agreed to be the 
operating area of Northern, and its find- 
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ing and order had been based on such 
map. The court could not say that such a 
finding and order was unreasonable or 
contrary to law. 

By refusing to accept the commission’s 
determination, the lower appellate court 
had been exercising revisory jurisdiction. 
The power to review commission orders 
was vested exclusively in the supreme 
court. 

The original restraining order issued by 
the lower appellate court had enjoined 
Northern from furnishing service unless 
and until the commission gave it the 
right to do so. The commission had then 
acted and had determined that Northern 
had the right and the duty to furnish serv- 
ice. Upon such a determination, held the 
court, the injunction of the lower court, 
by its own order, had ceased. Northern 
Ohio Teleph. Co. v. Putnam et al. 130 
NE2d 91. 


Service Rules Discussed in Water Rate Case 


I" authorizing a water rate increase 
which would produce a return of 6.25 
per cent on the original cost depreciated 
rate base, the Missouri commission dis- 
cussed the company’s proposed service 
rules. A controversy had arisen with pro- 
spective customers relative to the exten- 
sion of mains, particularly with respect 
to new customers who proposed to de- 
velop real estate in the area. 

The company was directed to file an ex- 
tension rule under which it would extend 
facilities to all persons regardless of 
whether they were users of the service or 
developers of real estate. The commission 
thought the company should not assume 
any risk involving extensions that would 
not be justified from an earnings stand- 
point and should not obligate itself to do 
more for a real estate developer than it 
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would for any other person. The company 
should obligate itself to spend as much for 
any new customer or user who would be- 
come connected to the company’s mains, 
said the commission, as it had spent for 
those who were already customers. 

The company was instructed to provide, 
in its rule, that the real estate developer 
would deposit the estimated cost of the 
extension, with the understanding that re- 
funds would be made as customers were 
added. In no case would the total refund 
be greater than the original deposit. 


Service Denial When Bill Unpaid 


The rule applicable to conditions under 
which the company would furnish water 
to both present and prospective customers 
was modified in so far as it had given the 
company the right to discontinue or refuse 

















service on premises where there was an 
outstanding bill. No prospective or future 
customer occupying premises where a bill 
has not been paid, said the court, should 
be penalized or denied service by reason 
of a former tenant’s delinquency. 


Retired Water Main Accounting 


The proper accounting method for re- 
location of a main, held the commission, 
would be to credit the plant account and 
charge the reserve for depreciation ac- 
count with the original cost of the retired 
main plus the cost of removal, with a 
credit to the reserve for depreciation for 
the salvage value of the pipes returned to 
materials and supplies. Since the com- 
pany’s books did not reflect such account- 
ing, the original cost of the retired pipes 
and the related reserve were eliminated 
from the rate base. 


Leased Property 


An amount described by the company 
as leased property in use, which repre- 
sented the original cost of a reservoir and 
a certain main, was held not to be a proper 
element of the rate base. It was not a capi- 
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tal outlay. The commission, however, al- 
lowed the rental paid to the lessor as an 
operating expense. 

The salary of a prospective employee 
was disallowed as a normal operating ex- 
pense. The item was considered too specu- 
lative in that the record did not reveal 
when the employee would be hired. 


Excess Depreciation Reserve 


The commission adjusted the company’s 
depreciation reserves. An excess had re- 
sulted from making annual accruals to the 
reserve based on a composite rate in excess 
of normal requirements. The effect was to 
understate past earnings. An examination 
of the company’s earnings record disclosed 
that a low rate of return had been experi- 
enced during prior periods, no dividends 
had been paid stockholders, and officers 
were at times paid no salaries. The com- 
mission, therefore, ordered the excess bal- 
ance transferred to the earned surplus ac- 
count so that the company’s books would 
properly reflect its financial position. Re 
Parkville Water Co. Case No. 12239, De- 
cember 30, 1955, rehearing denied Janu- 
ary 27, 1956. 


Neither Federal Law Nor Commission Authority Deprives 
Court of Jurisdiction over Power Dam Nuisance 


A handed down by the Cali- 
fornia supreme court sustained the 
jurisdiction of a lower court to entertain 
an action brought by the state to abate a 
nuisance which was said to be caused by 
the operation of an electric power dam on 
a navigable stream. 

The state complained that fluctuations 
in the flow of water resulting from the 
operation of the dam killed large numbers 
of fish and presented a continual hazard 
to human life. This condition, it was 
claimed, constituted a nuisance. It was not 





demanded that the company maintaining 
the dam cease operating it, but merely that 
the nuisance be abated, whatever measures 
that might require. 


Federal and State Jurisdiction 


The company contended that the trial 
court lacked jurisdiction over the matter 
for the reason that the Federal Power 
Commission has exclusive jurisdiction, 
under federal law, as to the location and 
regulation of dams on navigable streams. 
But the company had operated the dam 
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for many years without having secured a 
federal license. Furthermore, the federal 
commission had not purported to adjudi- 
cate the question of what amount of fluc- 
tuation in the stream would be permissi- 
ble. It had only required that the company 
apply for a license. 

The question thus presented, said the 
court, is whether the federal government 
has occupied the field with respect to the 
maintenance of dams on navigable streams 
to the exclusion of state jurisdiction. 
Holding that exclusive federal authority 
had not been asserted, the court said there 
exists a quality of control, the extent of 
which has not been specified. Though a 
state may not “veto” or block completely 
a dam project for which a federal license 
is sought, neither is it precluded from ap- 
plying regulatory laws which do not 
achieve that end. The court concluded that 
the abatement of the nuisance complained 
of—in a sense a local police measure— 
was within the state court’s jurisdiction. 


Court and Commission Jurisdiction 


Next, it was urged that the state public 
utilities commission had jurisdiction over 
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the subject matter to the exclusion of the 
trial court. The court disagreed, observ- 
ing that although the commission has 
broad powers to regulate public utilities, 
neither the state Constitution nor the pub- 
lic utility law denies the state court power 
to abate a nuisance maintained by a utility. 

Finally, the company attacked the ju- 
risdiction of the court on the ground that 
the issues in the case were essentially 
legislative in character rather than judicial 
since, it was said, the object of the suit 
was to establish the state’s policy with re- 
spect to the adjustment of competing in- 
terests ; that is, the preservation of fish and 
the protection of human life on the one 
hand, and the operation of dams on the 
other hand. 

The court, however, was not sympa- 
thetic to this proposition. The suit, it de- 
clared, did not call for a legislative decla- 
ration of policy. It merely presented the 
question of what relief, if any, may be 
had for the water flow condition which 
was shown to be destructive of fish as well 
as human life. The California Oregon 
Power Co. v. California Superior Court, 
291 P2d 455. 


Accounting Method Authorized for Tax Results 
Of Accelerated Depreciation 


pone of accounting for the tax re- 
sults of accelerated depreciation un- 
der § 167 of the Internal Revenue Code 
of 1954 was approved by the Colorado 
commission as set forth in an application 
filed by an electric company. Shortly after 
this decision, applications by two other 
companies seeking authority to apply the 
same accounting procedure were similarly 
approved. 


Accounting Entries 
During the early years of the property’s 
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life when the accelerated depreciation al- 
lowances will be greater than those here- 
tofore permitted, under the system now 
authorized the company should charge the 
resulting tax reduction to a special operat- 
ing deduction account entitled “Provision 
for Deferred Federal Income Taxes.” A 
corresponding credit should be made to a 
balance sheet account called “Earned Sur- 
plus Restricted for Future Federal In- 
come Taxes.” 

During the later period in which de- 
preciation allowances will be less than the 

















deductions previously allowed for income 
tax purposes, charges should be made to 
the restricted surplus account in the 
amount of the resulting tax increase until 
that account is exhausted. The correspond- 
ing credit should be made to “Federal 
Income Taxes Deferred in Prior Years.” 


Tax Deferral or Tax Saving? 


The commission recognized that the tax 
reduction occurring during the early years 
of depreciation could become a tax saving 
under all of several conditions: (1) The 
taxpayer makes the same or increasingly 
larger property expenditures each year; 
(2) the new property has approximately 
the same composite life expectancy; (3) 
§ 167 will continue in effect ; (4) the tax- 
payer continues to use accelerated depre- 
ciation; and (5) the tax rate does not 
change. 

The commission refused, however, to 
be bound by the authorized accounting 
procedure as to future treatment, for rate- 
making purposes, of the funds accounted 
for in the restricted earned surplus ac- 
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count. Because of the manifest uncertainty 
at the outset whether the use of accelerated 
depreciation will result in a tax deferral 
or a tax saving, the commission reserved 
jurisdiction so that, if circumstances 
should warrant, it could make a further 
determination later as to the actual effect 
of the tax. 


Dissent As to Surplus Account 


A dissenting commissioner, while agree- 
ing that the company should be authorized 
to make provision for expected future in- 
come tax liability by making charges 
against current revenues, maintained that 
the balance sheet account should not be 
called “earned surplus.” The money set 
aside, he said, is not a surplus item but a 
provision for a future expense which 
properly should be recorded in a tax re- 
serve account. Re Public Service Co. of 
Colorado, Application No. 13856, Janu- 
ary 5, 1956; Re Southern Colorado Power 
Co. Application No. 13891, January 16, 
1956; Re Colorado Central Power Co. Ap- 
plication No. 13871, January 16, 1956. 


Tax Reduction from Accelerated Depreciation 
Charged to Depreciation Expense 


bins problem of how to account for the 
tax reduction resulting from accel- 
erated depreciation as authorized by § 167 
of the Internal Revenue Code of 1954 was 
presented to the Wisconsin commission in 
an application filed by an electric company. 

The company proposed to charge to de- 
preciation expense the sum of the amount 
of depreciation then permitted under the 
straight-line method plus the reduction in 
federal income taxes resulting from the 
use of the sum-of-the-years-digits method. 
It was also proposed to reverse this pro- 
cedure as to later years when the use of 
accelerated depreciation might occasion a 





decrease in depreciation expense and con- 
sequently a tax increase. 

The commission considered the first pro- 
posal to be reasonable and approved it. 
The cash benefit from the tax reduction 
would not, however, be available for divi- 
dends but must be retained in the business 
for construction or other proper corpo- 
rate purposes. 

The effect of accounting for the tax 
reduction in this manner, said the com- 
mission, is to make the customer pay more 
rapidly for depreciation of plant, though 
he receives, at the same time, proportional 
credit through reduction in the rate base. 
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The second proposal relating to the re- 
versal of the proposed procedure in later 
years was not allowed since it appeared 
too uncertain that the accelerated depre- 
ciation would in fact effect a later reduc- 
tion in depreciation charges. The matter 
would better await future determination 
in the light of actual developments. 


Effect of Accelerated Depreciation 


Accelerated depreciation as to a single 
unit of property, the commission observed, 
produces more depreciation expense in the 
early years of life and less in the later years 
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than the straight-line method. For a going 
utility where the property accounts are 
comprised of a large number of units, the 
higher initial charges will not be offset by 
lower charges in later years. 

Depreciation expense for a static plant, 
however, will be equal under both systems 
after the initial period when accelerated 
depreciation results in higher charges. But 
if the plant is growing, said the commis- 
sion, the accelerated methods will al- 
ways produce higher annual depreciation 
charges. Re Wisconsin Fuel & Light Co. 
2-U-4138, January 27, 1956. 





Other Recent Rulings 


Inadequate Bookkeeping. The Califor- 
nia commission dismissed a water com- 
pany’s application for a rate increase where 
no evidence explaining the company’s 
financial methods had been presented and 
the company’s bookkeeping practices were 
improper, inadequate, and incomplete, 
rendering a rate determination impossible 
either by formula or pragmatic adjustment 
or other lawful means. Re Park Water 
Co. Decision No. 52239, Application No. 
34699, November 14, 1955. 


ICC Rates Not Avoided by Contract. 
The Nevada commission held that a rail 
carrier had both the right and duty to col- 
lect from a shipper the lawful charge pre- 
scribed by the ICC, which duty could not 
be avoided by contract. Transport Clear- 
ings of Los Angeles v. Purdy Iron & Met- 
als, 289 P2d 172. 


Municipal Plant's Nonresident Cus- 
tomers. The Georgia supreme court held 
that nonresidents of a city having power 
to extend electric and water service be- 
yond its corporate limits (although not 
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required to do so) did not have a legal 
right to demand service and could not 
complain of an excessive charge or a dis- 
criminatory rate, even though nonresidents 
who purchased both water and electricity 
were charged a much lower rate for water 
than were nonresidents who purchased 
only water. City of Moultrie v. Burgess, 
90 SE2d 1. 


Common and Contract Certificates In- 
consistent. The Texas court of civil ap- 
peals held that one holding a certificate 
authorizing operation of specialized motor 
carrier service to transport sand, gravel, 
and other construction materials operated, 
under a statute, as a common carrier and 
could not be granted a contract carrier 
permit to transport bulk cement. Texas & 
N. O. R. Co. v. Thompson, 284 SW2d 
402. 


Equitable Relief in Federal Courts. A 
railroad aggrieved by a commission order 
requiring it to continue passenger service 
on certain trains, held the United States 
district court, is not required to appeal to 

















the state court and possibly through the 
state courts to the federal court, but may 
choose instead, to invoke the equitable 
jurisdiction of federal courts since federal 
equity jurisdiction is not defeated by the 
existence of a remedy at law available 
only in a state court but only by an ade- 
quate legal remedy available in the federal 
courts. Illinois C. R. Co. v. Mississippi 
Pub. Service Commission, 135 F Supp 
304. 


Water over the Dam. The New York 
supreme court held that a municipal water 
plant could not require a railroad to pay 
for water, furnished subsequent to a rate 
increase, at the increased rate where water 
had been furnished to the railroad at a 
special, large volume rate fixed by reso- 
lution of the village board, a subsequent 
general rate increase was not enforced 
against the railroad for fourteen years, 
and the railroad did not have notice or 
knowledge of the applicability of the rate 
increase. Village of St. Johnsville, N. Y. 
v. New York C. R. Co. 146 NYVS2d 750. 


Waiver of Notice. The Oklahoma su- 
preme court held that a hearing on a tele- 
phone company’s rate increase application, 
which had been held before the commis- 
sion with the protestants present, consti- 
tuted a waiver of a defect of notice, and 
that an objection that proper notice was 
not given could not be raised, for the first 
time, in the appellate court. Oklahoma 
Users of Pub. Utilities Services, Inc. v. 
Southwestern Bell Teleph. Co. of Okla- 
homa, 289 P2d 968. 


Community Television Systems. The 
United States court of appeals held that 
the FCC should have considered the effect 
of existing community antenna television 
systems in determining whether the grant 
of a permit to construct a television sta- 
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tion is barred by the multiple ownership 
rule, notwithstanding that the applicant 
did not own such systems and had made 
no attempt to control programs received 
by their use. Clarksburg Publishing Co. 
v. Federal Communications Commission, 
225 F2d 511. 


Commission Notice to Customers. The 
Utah supreme court held that the commis- 
sion, in fixing electric rate schedules in 
order to distribute a previous revenue in- 
crease, was not required to suggest to each 
class of users that it contemplated a raise 
in the existing rate, or declare that it con- 
templated lowering the existing rate. 
Cedar City Corp. v. Utah Pub. Service 
Commission, 290 P2d 454. 


Collateral Attack on Commission Or- 
der. The North Dakota supreme court 
held that a commission order in a pro- 
ceeding in which it had jurisdiction, and 
in which due notice was given to all inter- 
ested parties and no appeal was taken 
therefrom, was not subject to collateral 
attack by parties who had notice of the 
proceedings and participated therein. Re 
Hvidsten, 72 NW2d 524. 


Filed Tariff Controls. The United 
States court of claims allowed recovery 
by a motor carrier in accordance with the 
rates contained in his filed tariff, notwith- 
standing that the parties believed, at the 
time of entering into the transportation 
agreement, that such filed rates repre- 
sented rail rates which were in fact higher. 
Newman v. United States, 135 F Supp 
953. 


Telephone Rate Increase. Two tele- 
phone companies were granted rate in- 
creases by the Georgia commission suffi- 
cient to cover increased operating costs 
and produce a rate of return of approxi- 
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mately 6.75 per cent on net investment 
(including as to one company bond funds 
pledged for construction), the new rates 
being termed “reasonable and required.” 
Re Dalton Teleph. Co. File No. 19407, 
Docket No. 898-U, January 11, 1956; Re 
Walker County Teleph. Co. File No. 
19395, Docket No. 900-U, January 11, 
1956. 


Stand-by Sewer Charges Authorized. 
In granting a rate increase to a sewer util- 
ity, the Wisconsin commission also au- 
thorized, under a new statute, stand-by 
charges against unconnected property for 
which sewer facilities were available, 
such charges taking account of infiltra- 
tion of surface water into the system and 
costs related to capacity held for future 
use. Re Village of Walworth, 2-U-4513, 
January 31, 1956. 


Rail Switching Limits Void. A Texas 
court of appeals sustained a trial court 
which held unreasonable, arbitrary, and 
void the ex parte action of a short-line 
railroad in fixing its switching limits so 
as to include its entire line and thereby 
enable it to perform its line haul in the 
guise of a switching service at no cost to 
the shipper, while imposing an onerous 
burden of switching charges upon a con- 
necting carrier, such action being prejudi- 
cial to the carrier and amounting to a re- 
bate to the shipper. Colorado River West- 
ern Railway v. Texas & New Orleans R. 
Co. 283 SW2d 768. 


Carrier Permit Extension Denied. Evi- 
dence offered by a motor carrier indicating 
that he had been operating in violation of 
his existing certificate was unavailing be- 
fore the Colorado commission to establish 
“grandfather rights” to an extension of 


his authority. Re Merritt (Merritt Pack- 
ing & Crating Service), Application No. 
13913, Decision No. 45135, January 10, 
1956. 


Division of Cost. The Arizona supreme 
court held that the commission could not 
condition an order requiring a railroad to 
install flashing warning signals at a cer- 
tain crossing upon the county paying 50 
per cent of the construction cost, where 
a statute expressly imposed the exclusive 
duty upon a railroad to install and main- 
tain such signal devices and, necessarily, 
to bear the expenses thereof. Maricopa 
County v. Arizona Corp. Commission, 289 
P2d 183. 


Line Extension or Spur Track. The 
United States district court, in deciding 
whether trackages proposed to be laid by 
two interstate railroads were line exten- 
sions or industrial spur tracks, so as to 
determine the jurisdiction of the Inter- 
state Commerce Commission, commented 
that it was not concerned with questions 
of public convenience and necessity, or 
with plans of a development company 
having land in the area to be served, or 
with the desires of a potential shipper for 
multiline service. Chicago, R. I. & P. 
R. Co. v. Thompson, Trustee, 135 F Supp 
43, 


Spur Track Construction. The United 
States court of appeals refused to upset 
a lower court’s refusal to restrain a rail- 
road from constructing trackage to an 
electric power plant where the evidence 
showed that the proposed construction was 
an industrial spur track exempt from the 
requirement of obtaining a certificate of 
public convenience and necessity. Pennsyl- 
vania R. Co. v. Reading Co. 226 F2d 958. 
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Original or ‘similar’— which do you prefer? 


When you consider high voltage switches, one stands out because 
of its original performance-proved features that seem to be appear- 
ing in other switches. The standout is Delta-Star’s MK-40. 


Appearance to the contrary, Delta-Star MK-40 Switches alone 
offer a combination of unequalled advantages originated by 
y Delta-Star. They feature sturdiest possible construction and large, 
Cistis ties dik deh Ditiilinn teasers rugged sealed-type ball bearing blade actuating mechanism for 
maximum contact efficiency and assured long service. They have a minimum number of moving 
safety, with minimum current parts and minimum current interchange surfaces—for efficiency 
etn. cttoaronescone and ease of operation. Contact pressure-applying springs carry 
ee no current, and offer large deflection to maintain uniform high 
; a pressure contact over extended periods of use. The fully controlled 
blade has high pressure silver-to-copper contacts at both ends. 

Contacts are fully visible for inspection. 


’ ‘ Similarities help prove the exceptional value of the original. That 
Blade mechanism of MK-40 certainly applies to Delta-Star MK-40 Switches—in all ratings— 
Swhehes hes only three moving 400 to 5000 amperes and 7.5 to 380 kv. Keep the MK-40 as your 


parts, yet develops enormous es 
rotating operating leverage. standard of comparison. 


DELTA-STAR ELECTRIC DIVISION 








H. K. PORTER COMPANY, INC. 
2437 Fulton Street * Chicago 12, Illinois 
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In the 4th Century B.C., 
Damocles so admired roy- 
al luxury that Dionysius, 
the monarch of Syracuse, 
decided to demonstrate to 
him how precarious is the 
position of one in power. 
At a banquet he feasted 
Damocles in regal fashion. 
It was not until the dinner | 
was well under way that | : he 

Damocles noticed anaked_ |] (Jie | : = : 
sword suspended above b 


ac the apenas, 





his head by a single hair. 
Damocles’ Sword has 
since come to represent an_ | ao ie 
ever-present danger. ipo : 
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POINT OF DANGER 


There is a constant menace to cable Kerite Cable is designed to “‘outlive,” by 
directly buried in the ground, laid under many years, the destructive conditions 


water, or exposed to the air. The ravages of today and tomorrow. From the Arctic 
of the elements hang as a threat like to the Tropics, Kerite Cables have served 
Damocles’ Sword over cable unable to under the most adverse conditions. Un- 
resist them . . . time itself makes inroads. like Damocles’ Sword, Kerite, wherever 
Fortunately—but not accidentally— it serves, engenders confidence. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 
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Industrial Progress 


$700,000,000 to Be Spent by 
AGE System in Next 5 Years 


HI. largest expansion in its 50-year 
istory was announced recently by the 
merican Gas and Electric Company. 
The AGE System, which provides 
lectric service to over 4,800,000 peo- 
le in seven states, will spend $700,- 
000 for construction and installa- 
on of new facilities during the period 
956-60. 
This expansion will include the ad- 
ition of 2,600,000 kilowatts of gen- 
rating capacity to meet the ever-in- 
reasing demands of the System’s 1,- 
00,000 customers. According to the 
nnouncement, this is more capacity 
an is presently available in any one 
f 33 of the 48 states. 
The 2,600,000-kw program will 
ise the AGE System’s total generat- 
g capability to 6,600,000 kw by 
960, more than double the System’s 
pacity in 1952 and more than triple 
s 1949 capacity. A total of 1,700,000 
w of the expansion is already under 
onstruction or will be started within 
he next 45 days; this phase will be 
ompleted in 1956-58. The balance, 
he details of which are as yet un- 
nounced, will be commenced by the 
nidd'e of 1956 and completed in 1959- 
1). The new 2,600,000-kw program, 
r. Sporn observed, comes on top of 
previous 10-year construction pro- 
ram). just ended, which involved 
apit:| expenditures of $785,000,000 
nd :dded 2,245,000 kw of capacity. 
Th: generation facilities represent 
nly a part of the new facilities 
lanved in the $700,000,000 expan- 
im in 1956-60. A large portion of the 
eW 1 wvestment will be devoted to con- 
ruc''‘on of more transmission lines, 
listri ution lines, substations, and op- 
rating and service centers. One of the 
lst significant elements in the plans 
‘the erection of new and important 
inks 'n the AGE System’s 330,000- 
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volt network, the highest voltage 
transmission system in the nation. 


Florida Power & Light Wins 
Freedoms Foundation Award 


A SERIES of institutional advertise- 
ments keyed to fostering the tradi- 
tional American philosophy of free 
enterprise has won for Florida Power 
& Light Company the top national 
award of Freedoms Foundation of 
Valley Forge, Pa. 

The FP&L ads are in the form of 
“salutes” to 15 basic industries and 
professions for the contributions they 
have made to making America “a bet- 
ter, happier place in which to work 
and live.” 

The award, an encased George 
Washington Honor Medal, was ac- 
cepted by M. B. McDonald, vice presi- 
dent in charge of advertising for 
FP&L, during ceremonies on Wash- 
ington’s Birthday, February 22nd, at 
the Freedom Foundation headquar- 
ters at Valley Forge. 

The 15 industries and professions 
which received salutes in the FP&L 
advertisements are agriculture, teach- 
ing, medicine, press, legal profession, 
architects, aviation, banking, engi- 
neering, retail merchants, building in- 
dustry, labor, insurance, communica- 
tions and transportation. 

The advertisements cited the accom- 
plishments of these industries and 
professions in Florida in helping give 
this country the highest living stand- 
ard in the world, in making America 
strong and prosperous, and our future 
secure. In subsidiary fashion, the ad- 
vertisements pointed out that “Amer- 
ica leads in electric power, too,” and 
cited what Florida Power & Light 
Company is doing in the way of a 
multi-million dollar expansion pro- 
gram to keep pace with Florida’s 
sound and expanding economy. 

The Freedoms Foundation has as 
its purpose fostering an understand- 


ing of the spirit and philosophy of the 
Constitution and Bill of Rights and 
emphasizing “love of freedom” and 
the inalienable rights of man. 


Transcontinental Gas Pipe Line 
Announces $54,000,000 
Expansion Plan 
TRANSCONTINENTAL Gas Pipe 
Line Corp. recently announced that 
it had filed an application with the 
Federal Power Commission to ex- 
pand by 105 million cubic feet the 
daily allocated capacity of its system. 
Construction would begin this sum- 

mer in nine states. 

Tom P. Walker, Transcontinental 
president, said an early approval by 
the commission would provide 80 mil- 
lion cubic feet of the new capacity be- 
fore the 1956-57 heating season. Con- 
struction to provide the other 25 mil- 
lion cubic feet of proposed capacity 
would be completed in 1957. 

Mr. Walker said the 1956 expan- 
sion, together with other projects and 
completion of work begun in 1955, 
would bring the construction outlay 
this year to approximately $54,000,- 
000. 


Virginia Electric 1956 Building 
Program to Cost $50 Million 
VIRGINIA Electric & Power Co. di- 
rectors have approved a $50,000,000 

construction program for 1956. 

Expenditures include $28,000,000 
for new electric transmission and dis- 
tribution facilities, the company said, 
$13,000,000 for generating plant, $2,- 
900,000 for storerooms and buildings 
and $2,500,000 for gas distributing 
equipment. 

About $10,700,000 of the $13,000,- 
000 slated for new electricity generat- 
ing plant will go toward the utility’s 
150,000 kilowatt, $26,900,000 power 
station being built near Yorktown, 

(Continued on page 26) 
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A i 0 ER Son dependability 


turns on the lights . . . 


In Chicago .. . Prairie View or Portland . . . when the lights 
go on, no one asks “how” or “why.” It’s a miracle that’s taken 
for granted. No one sees or cares about the countless connec- 
tions from lead-in cables to transformers, from transformers to 
main line . . . and on back to sub-stations and power plants. 
Not anybody, except the power company men whose responsi- 
bility it is to assure the community an uninterrupted flow of 
electricity. 

ANDERSON is one of the makers of connectors, who shares 
this responsibility with the power men. 


ANDERSON DEPENDABILITY is a standard, trustingly 
recognized by the country’s leading power companies, and held 

as “guide” in the selection of amy clamp, connector, fitting or 
accessory. When engineers specify ANDERSON 

they guarantee extra dependability and AG 
longer service life. Another point ... from 

generator to service entrance, ANDERSON 

is the only manufacturer who makes 


all the connectors required. 


BRASS WORKS, INC. 
BIRMINGHAM + ALABAMA 


TYPE DSCH... 


TYPE SWH... BRONZE STUD 
BRONZE SWITCH CONNECTOR 
CONNECTOR FOR MORE COMPLETE INFORMATION 


For 
size 


Cable to Flat For connecting copper 
connecting various cable to threaded bush- consult your nearest ABW representa- 


ng studs. For trans- . . 
; ag to Former ame tive or contact our home office. 
ther elec- ss 


seaniat breakers and other simi- 
Bes : lar equipment. 


INDUSTRIAL PROGRESS 
(Continued ) 


Va., and set for operation in 1957, 

The remaining $2,300,000 wil! hel 
finance another 150,000 kilowatt add 
tion to the firm’s Bremo station ne; 
Charlottesville, Va. This power pla 
will cost $23,000,000 when complet; 
in 1958 and have an overall capaci 
of 1,660,000 kilowatts. 

This year’s biggest new distributir 
system expenditure, President [rw 
H. Will said, will be a new 220.0 
volt transmission line costing $3.10) 
000 connecting the company’s Pcssuy 
Point station near Quantico, Va.. wit 
its Chesterfield station near Ric 
mond. At present the highest v: Ita; 








line on the company’s system is 132 


000 volts. 


South Carolina E & G Plans 
$73,300,000 Expansion 


SOUTH Carolina Electric & Gal 


Company has budgeted $73,300,0/ 


million for construction during ti 
three years 1956 through 1958. 

The program includes $19,000,0 
for completion of the housing stru 
ture and first turbine generator at 
steam-electric generating station bei 
built at Saluda Dam on Lake Murra 
The generator will have capacity 
137,500 kilowatts. 

According to S. C. McMeeki 
president, the company intends { 
spend $14,500,000 this year. T 


| budget for 1957 is $36,200,000 a1 


for 1958 it is $22,700,000. During 
1955 the company spent $18,700,0 


on new construction. 


|-T-E Personnel Changes 
PRESIDENT W. M. Scott, Jr., a 
nounced recently the election of 
following officers of the I-T-E Circ 
3reaker Company: 
William Deans, former vice pres 
dent in charge of engineering, w 
named vice president. Mr. Dear 


| joined I-T-E as chief engineer 


1933, and prior to that, served both: 
chief engineer and general manag¢ 
of Sundh Electric Company. 

G. E. Heberlein, manager of t! 
company’s Switchgear Division sin 
1950, succeeds William Deans «s vi 
president in charge of engineering. | 
1941, Mr. Heberlein joined the Rai 
way and Industrial Engineering Com 
pany, now the R&IE Equipment D) 
vision of I-T-E in Greensburg, I’ 
where he served first as assistan‘ chid 
engineer and later as chief engine¢ 

L. H. Lipscomb was name‘! vi 
president in charge of sales. In 193 
Mr. Lipscomb joined the Bul Di 

(Continued on page 28) 
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= as most public utility power 
rnerating plants are located in or adjacent to metro- 
oliian areas, the control and recovery of fly ash 
rom stack gases is a particularly important problem. 
[o assist power plants in solving this problem West- 
m Precipitation pioneered, almost a half century 
go, the first commercial application of the now- 
amous Cottrell Electrical Precipitator—and this type 
Mf equipment is still universally recognized as out- 
tanding in its field. 
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Some years later, Western Precipitation also 
ioneered the first small tube mechanical recovery 
quipment—the Multiclone Collector—to provide high 
ecovery efficiency at low installation cost. 


And as a result of these years of firsthand 
xperience in both electrical and mechanical recov- 
ty methods, Western Precipitation subsequently in- 
troduced the CMP unit—fly ash recovery equipment 
hat combines in one integrated unit the advantages 
#{ both electrical and mechanical recovery principles. 


e The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 


@ Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 


Coy 


COT RELL Electrical Precipitators 
MULT CLONE Mechanical Collectors 
CMP Combination Units 
ALAIRE Reverse-Jet Filters 
HOLO-FLITE Processors 


Main Offices: 


o 


Rd. N. E., Atlanta 5 ¢ Hobart Bidg., 





PUBLIC UTILITIES 


Western Precipitation Corporation 


Designers and Manufacturers of Equipment for Collection of Suspended Materials from Gases and Liquids 
1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bldg., New York 17 1 North La Salle Street Bidg., Chicago 2 « Oliver Bldg., Pittsburgh 22 * 3252 Peachtree 
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RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 











With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 
tween the mechanical and electrical sections 
to fit the particular requirements of each in- 
dividual application. 


This requires actual field experience— 
and no other organization can equal Western 
Precipitation’s years of first-hand experience 
in both mechanical and electrical recovery 
methods... your assurance of maximum sat- 
isfaction when you bring your fly ash prob- 
lems to this long-established organization. 









































San Francisco 4 » Precipitation Co. of Canada Ltd., Dominion Sq. Bidg., Montreal 









Electric Products Company of De- 
troit, now a subsidiary company of 
I-T-E. While there he served suc- 
cessively as field engineer, district of- 
fice salesman and manager, regional 
manager, and general sales manager. 

Concurrent with the above, other 
changes in management personnel of 
the I-T-E Circuit Breaker Company 
become effective. 

F. G. Schmidt, manager of the 
Small Circuit Breaker Division since 
1950, was named manager of the 
Switchgear Division succeeding G. FE. 
Heberlein. 

William P. Bolger moves from pur- 
chasing agent to manager of the Small 
Circuit Breaker Division. 
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Ralph G. Daruns, Jr., assistant pur- 
chasing agent, becomes purchasing 
agent. 


New Line of Side-Break Switches 
Announced by Delta-Star Electric 


DELTA-STAR Electric Division, H. 
K. Porter Company, Inc., announced 
a new line of braidless side-break 
switches in which they feature new 
high pressure contacts throughout and 
low friction swivel terminals. 
Braids are completely eliminated 
by means of newly developed high 
pressure “on center” contacts at all 
rotating contact points. These new 
switches include center-break, single- 








NEW ISSUE 


This is under no circumstances to be construed as an offering of these securities for sale, 
or as an offer to buy, or as a solicitation of an offer to buy, any of such 
securities. The offer is made only by means of the Prospectus. 


83,030 Shares | 
Southern Indiana Gas and Electric Company 


Common Stock | 
(Without Par Value) 
Rights, evidenced by Subscription Warrants, to subscribe for these shares 


have been issued by the Company to holders of its Common Stock, which 
rights will expire at 3:30 P.M., Eastern Standard Time, on March 8, 1956. 





| Subscription Price to Warrant Holders 
| $28.50 per share 





Blyth & Co., Inc. 


February 23, 1956 





During and after the subscription period, the several Underwriters may 
offer shares of Common Stock, all as more fully set forth in the Prospectus. 


Copies of the Prospectus may be obtained from the undersigned only in those States 
in which the undersigned may legally offer these securities in compliance 
with the securities laws of the respective States. 


Smith, Barney & Co. | 
The First Boston Corporation Glore, Forgan & Co. 


Goldman, Sachs & Co. Harriman Ripley & Co. Kidder, Peabody & Co. 


Incorporated 


Merrill Lynch, Pierce, Fenner & Beane 


| Stone & Webster Securities Corporation Union Securities Corporation 
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break, and double side-break switche 
in a wide range of voltage and amper 
ratings to 1200 amperes as well a 
both standard and heavy fault rating 


1956 Edition of RLM Specific 
tions Book Now Available 


PUBLICATION of the new 195 
Edition of the RLM Standard S):ec; 
fications for Industrial Lighting U nit 
has been announced by the ki) 
Standards Institute, 326 W. Mac ‘so 
street, Chicago 6, Ill. The new edi'io 
contains important revisions in s}:eci 
fications on both incandescent ani 
fluorescent industrial lighting unit ., a 
well as new lighting data of specia 
value to specifiers. According tc th 
announcement, copies of the new !.00) 
are available without cost or obligatio 
to utility lighting men, architects 
electrical contractors, lighting special 
ists, purchasing agents, industriai ex 
ecutives, and others concerned wit 
the buying, selling or specifying of in 
dustrial lighting units. 




































































"Better Transformers Through 
Quality Control" Bulletin 
Released by A-C 


“BETTER Transformers Through 
Quality Control,” is the title of a ney 
16-page bulletin released by Allis 
Chalmers Manufacturing Company 
which tells of the quality and work 
manship built into the firm’s distribu 
tion transformers. 

The story is told in the words 0 
O. M. Olivier and S. W. Phillippi 
superintendents of the inspection an 
testing departments, respectively, a 
Allis-Chalmers Pittsburgh Works. 

The bulletin explains in words an 
photos how acceptance tests and in 
spections are a constant check on th 
quality of materials before manufac 
turing, and how process and qualit 
controls, production line tests and in 
spections insure high quality in ma 
terials and workmanship during man 
ufacturing to produce a quality distri 
bution transformer. 

Copies of “Better Transformer 
Through Quality Control,” 61BS355 
are available on request from Allis 
Chalmers Manufacturing Company 
965 S. 70th street, Milwaukee, Wis 


Alabama Power Judged Winne 
By National Safety Council 
ALABAMA Power Company ha 
been adjudged by the National Safety 
Council as having the best safety rec 


(Continued on page 30) 
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ATOMIC 
CONSIDER 
Pioneer Aourices 
TO HELP YOU PLAN 
| | a | 
WHATEVER THE SOURCE 
pteee----------------------------- 
| 
| Serving power plant needs of 
| industries and Utilities for 54 years 
| 
! Pioneer Service & Engineering Co. 
| 231 SOUTH LA SALLE STREET * CHICAGO, ILLINOIS 
| 
| 
| 
| 
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Send for our 
descriptive booklet, 


“Pioneering New Horizons” 



























This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 
NEW_ISSUE 
$10,000,000 


Texas Electric Service Company 
First Mortgage Bonds, 3'4% Series due 1986 


Dated March 1, 1956 Due March 1, 1986 


Price 101.93% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this announcement is circu- 
lated from only such of the underwriters as may lawfully offer these securities in such State. 


Kidder, Peabody & Co. 
W. E. Hutton & Co. 
Dean Witter & Co. 


Merrill Lynch, Pierce, Fenner & Beane 
Carl M. Loeb, Rhoades & Co. 
Alex. Brown & Sons 


Hallgarten & Co. 
Laurence M. Marks & Co. 


Goodbody & Co. Rauscher, Pierce & Co., Inc. 


Clement A. Evans & Company First of Michigan Corporation 


Incorporated 


February 29, 1956. 





This is not an offer of these Securities for sale. The offer is made only by the Prospectus. 


NEW ISSUE. 
$7,000,000 
Kansas Gas and Electric Company 


First Mortgage Bonds, 33%%% Series due 1986 


Dated February 1, 1956 Due February 1, 1986 


Price 102.384% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this announcement is circu- 
lated from only such of the underwriters as may laxfully offer these securities in such State. 


Kidder, Peabody & Co. 
A. G. Becker & Co. 


Incorporated 


Schoellkopf, Hutton & Pomeroy, Inc. 


Merrill Lynch, Pierce, Fenner & Beane 
Hallgarten & Co. Lee Higginson Corporation 
Laurence M. Marks & Co. 


The Small-Milburn Company 


Incorporated 


First of Michigan Corporation 


February 28, 1956. 
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ord in its electric operations amond 
21 large wholly electric utility compa} 
nies in the United States having 2, 

or more employees. This is the thir 
time in six years that the Company’ 
employees have won this distinction 
Alabama Power Company employee: 
worked 9,653,195 man-hours durindgf- 
1955, with only 9 lost-time accidents 4 

In addition to this fine record na 
tionally, employees in four of the com & 
pany’s six operating divisions worke 
without a single lost-time acciden 
during the year. Employees in ecigh 
of its ten generating plants also en 
joyed a perfect safety record. 

Depending on the nature of thei 
duties, the company’s employees ara 
scheduled to take part in regular safes 
ty instruction each month. The Com# i 
pany’s manager of safety is |. L 
Shores, assisted by five field safet 
engineers as well as a competent staf 
in the company’s General Office i 
Birmingham. 

Of 446 certificates awarded by th¢ 
Institute to groups of employees hay 
ing worked a million man-hours with 
out a disabling injury accident, Ala 
bama Power Company has _ beer 
awarded 56 since this form of nationa 
recognition was established 14 year: 
ago. The company’s employees, in Cl 
cluding construction, have a current € 
continuous record of three million 
consecutive man-hours worked with4 3,5 
out a lost-time accident. Among elec; e 
tric utility construction departments, dai 
Alabama Power’s was first in the na-+ 
tion to have worked a million man{Goo, 
hours safely. 


$6,000,000 Program Planned Tenr 
By Western Light & Telephone|The 
WESTERN Light & Telephone Comlong 
pany, reported its construction budgetffeet 
for 1956 will be nearly $6,000,000, oi 
which half is earmarked for the in} ° 
stallation of a 20,000-kilowatt turbine rock 
generator at Fort Dodge, NKansasfand 
About $700,000 is slated for about 95 tage: 
miles of transmission lines to inter- 
connect further the power system. 
The additional unit should be readygmac 
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about June 1, 1957. for « 
"Light for Living'’ Program 
Launched in Ohio 
PLANS for a long term “Light for 
Living” program to develop the 1¢s!}—_ 


dential lighting market have been ut 
lined by General Electric Lamp Div 
sion spokesmen for executives of the 
Cleveland Electrical Tllumina‘ing 
Company. 

The meeting was the first of @ se 
(Continued on page 32) 
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Cleveland “Baby Digger” averages 


‘urrent 


ih 3,500" of 22” x 36” utility trench 
g elec- 
ie daily, digging in clay and rock 
e Na+ 
|Good daily trench footage for utilities lines serving the 
new homes of the Belshire Subdivision in Nashville, 
Tenn. was produced by this Cleveland “Baby Digger.” 
The outstanding dependability of the Cleveland for day- 
»Comflong digging, day after day, enabled it to average 3,500 
nuclgelffeet per day, cutting 4 miles of trench 22 inches wide 
one by 36 inches deep, in a subsoil of clay with considerable 
urbingtock content. The Cleveland’s complete operator visibility 
ansasfand efficient control grouping were also definite advan- 
oul Mages in accurately cutting trench in the curving road- 
ways. Just another example of performance that has 
idygmace Clevelands the gas industry’s choice in trenchers 


for over 30 years. 


Talk it over with your Cleveland distributor 


Cleveland 17, Ohi 


a 









ries of presentations to be made to 
public utility companies for industry- 
wide development of the “Light for 
Living” program. 

George Trotter, manager of G-E’s 
Buckeye sales division, reported that 
George Matillo has been appointed 
market development specialist in 
Buckeye sales to work full time with 
utilities, contractors, architects, dis- 
tributors and other trade sources in 
developing the program. The two men 
and James Jensen, G-E supervisor of 
residential market development, out- 
lined the program for CEI representa- 
tives. 

“The nation’s economic climate and 
other factors make 1956 the time to 
get the residential lighting program 
underway,” Mr. Trotter said. 

He based his statement on the con- 
tinuing high income, the increasing 
population, and the high level of em- 
ployment. The development of the 
residential lighting market is tied in 
with current industrial expansion 
which extends to building new homes 
and remodeling existing ones, he de- 
clared. 


“Operation Home Improvement” 
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has been planned as a national promo- 
tion this year with the approval of 
government housing officials, he con- 
tinued, and it is expected that the 
President will make a speech on the 
subject. 

All these factors point to the devel- 
opment of the neglected residential 
lighting field, which is far behind com- 
mercial and industrial lighting, Mr. 
Trotter said. He pointed out that the 
resources of the market development 
unit of General Electric Lamp Divi- 
sion are available for use in the pro- 
gram, 

Mr. Jensen outlined the work of 
market development in the “Light for 
Living” program. He said a compre- 
hensive survey was made to sell light 
for living as the product. Recipes have 
developed for good residential light- 
ing and these must be used to imple- 
ment the program, he continued. 


Pacific Gas Plans to Build More 
Natural Gas Facilities 
PACIFIC Gas & Electric Company 
announced plans to build an 83-mile 
pipeline costing $5,250,000 to bring 








additional natural from Gle 
County into the Sacramento regi@ 
Work will be started as soon as pi, 
is available and arrangements hi 
been made with owners of some nj 
wells, according to Norman R, Sith 
land, president and general manag} 

Meanwhile, work has been sar 
by P, G. & E. on a $230,000 pioj 
at the Beehive Bend field laying 
miles of pipe in a “gathering sy-ter 
to tie in ten new wells. 

Pacific Gas also announced « n 
agreement with El Paso Natura G 
Co. under which importations 0 n 
ural gas from Texas and New M>xj 
will be increased to more than of \. 
billion cubic feet a day. About ty 
thirds of P. G. & E.’s gas supply n 
comes from out-of-state fields. 

California Public Utility Conm 
sion recently approved a $20,000 
expansion of the company’s suf 
inch pipeline and current imports 
being increased to 875 million cuj 
feet daily. The new agreement will 
quire further investment. It invol 
another 150 million cubic feet, bri 
ing the total to 1,025 million cul 
feet daily. 


gas 
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This advertisement is not an offer to sell or a solicitation of an offer 
The offering ts made only by the Prospectus. 


New Issue 


Mississippi Power Company 


Plus accrued dividends from January 1, 1956 


Copies of the Prospectus may be obtained only from such of 
the undersigned as may legally offer these securities in this State. 


Union Securities Corporation 


Drexel & Co. 
Weeden & Co. 


Incorporated 


Stern Brothers & Co. 


Ducournau & Kees 


March 2, 1956 


R. S. Dickson & Company 


$4,000,000 


4.40% Preferred Stock 


$100 Par Value 


Price $102.32 per Share 


Incorporated 


Johnston, Lemon & Co. 


Ira Haupt & Co. 


to buy these securities. 


Equitable Securities Corporation 
Francis I. duPont & Co. 
F. S. Smithers & Co. 
Gates, Carter & Co., Inc. 


Fauset, Steele & Co. 
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. M . \ . The basic reason why you invest money 

ports in treated poles, cross arms, conduit 

ion cul os and other construction woods is because they 
itwillgs & last longer. You know that every dollar 

/ Invol Bs le : spent on properly treated wood products will 
a : save you many, many dollars later on 


in pole renewals, cross arm replacement 
and other repair and maintenance work. 


The first question that you must ask 


yourself when investing in treated woods is, 
“Just how much will this particular 
preservative or process increase the service 
life of our wood?”’ 


With Amcreco Creosoted Products, that 
question has been answered. Wood, pressure 
treated with creosote by Amcreco, 
lasts for years and years with great strength 
throughout the life of the wood, and with high 
resistance to fungi, borers, insects and all 
natural enemies of wood. 


Write our nearest office for estimates or 
quotations on treated poles, cross arms, conduit, 
timbers and other construction woods. We 
would appreciate an opportunity to quote on 
your needs. 


AMERICAN CREOSOTING COMPANY 


INCORPORATED a 








Shreveport Creosoting Compony ( “" Sy Georgia Forest Products Company 
Colonial Creosoting Company ih AX i (C Gulf States Creosoting Company 
Federal Creosoting Company f SN Georgia Creosoting Company 
Indiana Creosoting Company SRE “Wood. Kettle River Company 


LOUISVILLE 2, KENTUCKY 
18 FIELD SALES OFFICES TO SERVE YOU 











PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 





BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











* Standby 

% Augmentation { 

PROPANE PLANTS * sri a Supply ; ! 
Design ¢ Engineering ¢ Construction ! 










NEW YORK 36,N.Y 





11 WEST 42ND STREET 


eaare 





$2 ford, Bacon & Davis 
BaD VALUATION Engineers gigi 


REPORTS 
NEW YORK @ CHICAGO e@ LOS ANGELES 








GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS ¢ CONSTRUCTORS 
NEW YORK LOS ANGELES 











GILBERT ASSOCIATES, INC. 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 
® WASHINGTON @ PHILADELPHIA @ NEW YORK 
Mention the FortNicHTtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Beh uljia n Cesta 


i 
EN GIN EE RS ° EONS TRUCT ORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS oe REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
GAS 
a COST ANALYSIS eta 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 
MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization * Corporate Practices * A ing * Budgeting « Fi ing * Taxes © Stock Transfer * Appraisals * Valuations * Economic 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning ¢ Industrial Engineering * New Business ¢ Rates * Pricing 
Sales and Marketing « Safety * Insurance « Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








ee 


r 





SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studtes—Reports—Design—Supervision 


Chicago 3, Ill. 











DESIGN *« CONSTRUCTION 

Stone & Webster REPORTS « APPRAISALS 
ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 


New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles NY eae e- Toronto 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Simmons tile 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











Mention the FortNIGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








Abram$/Aerial Survey 
Laporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 


Electrical *« Mechanical ¢ Structural 


Civil * Thermodynamic * Architectural 
¢. ie 
suse & FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


g10 Electric Building Indianapolis, Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE StT., CHICAGO 





Thoroughly Specialized 
RIGHT-OF-WAY 
PROCUREMENT 


...To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 OKLAHOMA CITY, OKLA. 





ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS aAnpd SERVICE CO. 


327 So. LaSalle St., Chicago 4, HL 














LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND INC. 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortNIGHTLY—It identifies your inquiry 
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The Fortnightly lists below the advertisers in this issue for ready refer- | 


ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation eee | *Kellogg, M. W., Company, The ee 
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Robertson, H. H., Company ... 7 
*Rust Engineering Company, The 
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» folumbia Gas System | ff | 
delivers a modern miracle - | AS 

“ | 24 Hours-A-Day! \ | WW, 
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© The Columbia Gas System 










CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 


stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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Series 800-C 


LINE CONSTRUCTION AND MAINTENANCE BODY 


“Isn*t that a custom-made body?” That's what utility men often ask 
when they see the pace-setting 800-C. And, it’s easy to understand why 


oe 


... for here’s a body with more ‘‘most-wanted” features than any standard 
model on the market. Features such as partitioned sliding drawers, extra 
shelves, extra bins, “‘full-opening’ doors, and 56” wide cargo area... 
just to mention a few. 

Crews really go for the 800-C crew compartment—with its easy-riding 


seats, adequate leg room, and well-ventilated comfort in winter or summer. 


Available in lengths of 11’, 12’ 3”, and 13’... or without crew enclosure, 
in 11’ and 12’ 6” lengths. Can be furnished with any Pole-Master Hydraulic 
Derrick or with conventional derrick equipment. 


+ Descriptive literature and prices will be sent on request 


McCABE-POWERS, 
$900 NO. BROADWAY + ST.LOUIS 15,M0. ~ 


45 





ANOTHER REASON WHY UTILITIES EXPECT MORE FROM POWERS-AMERICAN 


The Series 800-C 
Body shown here is 
equipped with a 
Pole-Master PM-2 
Hydraulic Derrick... 
one of three differ- 
ent Pole-Master 
Derricks available in 
sizes for handling 
poles from 40’ to 
75’ in length. 








<a Ree bey es 











